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HEALTH  INSURANCE  OPTIONS:  PROPOSALS 
FROM  THE  PROVIDER  COMMUNITY 


TUESDAY,  JULY  24,  1990 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Subcommittee  on  Health, 

Washington,  D.C. 
The  subcommittee  met,  pursuant  to  call,  at  10:08  a.m.,  in  room 
1100,  Longworth  House  Office  Building,  Hon.  Fortney  Pete  Stark 
(chairman  of  the  subcommittee)  presiding. 
[The  press  release  announcing  the  hearing  follows:] 
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PRESS  RELEASE  #34 
SUBCOMMITTEE  ON  HEALTH 
COMMITTEE  ON  WAYS  AND  MEANS 
U.S.    HOUSE  OF  REPRESENTATIVES 
1102   LONGWORTH  HOUSE  OFFICE  BLDG. 
WASHINGTON,    D.C.    2  0515 
TELEPHONE:    (202)  225-7785 

THE  HONORABLE  PETE  STARK    (D.,    CALIF.),  CHAIRMAN, 
SUBCOMMITTEE  ON  HEALTH, 
COMMITTEE  ON  WAYS  AND  MEANS,    U.S.    HOUSE  OF  REPRESENTATIVES, 
ANNOUNCES  A  HEARING  ON  HEALTH  INSURANCE  OPTIONS: 
PROPOSALS  FROM  THE  PROVIDER  COMMUNITY 


The  Honorable  Pete  Stark  (D. ,   Calif.),   Chairman,   Subcommittee  on 
Health,   Committee  on  Ways  and  Means,  U.S.  House  of  Representatives, 
announced  today  that  the  Subcommittee  will  hold  a  hearing  on  health 
insurance  options:     proposals  from  the  provider  community.     The  hearing 
will  be  held  on  Tuesday,   July  24,   1990,  beginning  at  10:00  a.m.,   in  the 
main  Committee  hearing  room,   1100  Longworth  House  Office  Building. 

Oral  testimony  will  be  heard  from  invited  witnesses  only.  However, 
any  individual  or  organization  may  submit  a  written  statement  for 
consideration  by  the  Subcommittee  and  for  inclusion  in  the  printed  record 
of  the  hearing. 

BACKGROUND 

This  will  be  the  sixth  hearing  in  this  Congress  in  the  Subcommittee's 
ongoing  investigation  of  options  for  universal  health  insurance  coverage. 

The  hearing  will  focus  on  options  for  coverage  developed  by  the 
American  College  of  Physicians  and  those  developed  or  under  development  by 
other  providers,   including  the  American  Hospital  Association,  the  Catholic 
Health  Association,  and  the  National  Association  of  Public  Hospitals. 

The  recommendations  of  the  American  College  of  Physicians  focus  on  a 
set  of  principles  for  reforming  the  health  care  system.     Among  other 
recommendations,   the  College  concluded  that  a  nationwide  program  is  needed 
to  assure  access;  that  all  persons  should  have  health  insurance;  and  that 
expansions  of  Medicaid  and  mandated  employer  health  insurance  require 
immediate  consideration  for  bringing  relief  to  those  without  insurance. 
For  the  longer  term,  the  College  concluded  that  alternative  approaches  must 
be  explored,   including  a  unified  national  insurance  mechanism. 

DETAILS  FOR  SUBMISSION  OF  WRITTEN  COMMENTS: 

For  those  who  wish  to  file  a  written  statement  for  the  printed  record 
of  the  hearing,   six  (6)   copies  are  required  and  must  be  submitted  by  the 
close  of  business  on  Thursday,  August  9,   1990,   to  Robert  J.   Leonard,  Chief 
Counsel,  Committee  on  Ways  and  Means,  U.S.  House  of  Representatives,  1102 
Longworth  House  Office  Building,  Washington,   D.C.   20515.     An  additional 
supply  of  statements  may  be  furnished  for  distribution  to  the  press  and 
public  if  supplied  to  the  Subcommittee  office,   1114  Longworth  House  Office 
Building,  before  the  hearing  begins. 

SEE  FORMATTING  REQUIREMENTS  BELOW: 

Each  statement  presented  for  printing  to  the  Committee  by  a  witness,  any  written  statement  or  exhibit  submitted  for  the 
printed  record  or  any  written  comments  in  response  to  a  request  for  written  comments  must  conform  to  the  guidelines  listed  below. 
Any  statement  or  exhibit  not  in  compliance  with  these  guidelines  will  not  be  printed,  but  will  be  maintained  in  the  Committee 
files  for  review  and  use  by  the  Committee. 

1 .  All  statements  and  any  accompanying  exhibits  for  printing  must  be  typed  In  single  space  on  legal-size  paper  and  may  not 
exceed  a  total  of  10  pages. 

2.  Copies  of  whole  documents  submitted  as  exhibit  material  will  not  be  accepted  for  printing.  Instead,  exhibit  m.aterial  should 
be  referenced  and  quoted  or  paraphrased.  All  exhibit  material  not  meeting  these  specifications  will  be  maintained  in  the 
Committee  files  for  review  and  use  by  the  Committee. 

3.  Statements  must  contain  the  name  and  capacity  in  which  the  witness  will  appear  or,  for  written  comments,  the  name  and 
capacity  of  the  person  submitting  the  statement,  as  well  as  any  clients  or  persons,  or  any  organization  for  whom  the  witness 
appears  or  for  whom  the  statement  is  submitted. 

4.  A  supplemental  sheet  must  accompany  each  statement  listing  the  name,  full  address,  a  telephone  number  where  the  witness 
or  the  designated  representative  ma^  be  reached  and  a  topical  outline  or  summary  of  the  comments  and  recommendations 
in  the  full  statement.  This  supplemental  sheet  will  not  be  included  in  the  printed  record. 

The  above  restrictions  and  limitations  apply  only  to  material  being  submitted  for  printing.  Statements  and  exhibits  or 
supplementary  material  submitted  solely  for  distribution  to  the  Members,  the  press  and  public  during  the  course  of  a  public  hearing, 
may  be  submitted  in  other  forms. 


FOR  IMMEDIATE  RELEASE 
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Chairman  Stark.  Good  morning.  The  Health  Subcommittee  of 
the  Committee  on  Ways  and  Means  will  continue  hearings  on 
health  insurance  with  a  discussion  of  options  for  broad  health  in- 
surance coverage  developed,  or  in  the  process  of  being  developed, 
by  the  provider  community. 

Today,  we  will  focus  on  options  to  be  put  forth  in  a  position 
paper  of  the  American  College  of  Physicians  and  those  developed 
or  under  development  by  other  providers,  including  the  American 
Hospital  Association,  the  Catholic  Health  Association,  and  the  Na- 
tional Association  of  Public  Hospitals. 

The  recommendations  of  the  American  College  of  Physicians 
focus  on  a  set  of  principles  for  reforming  the  health  care  system. 
Among  other  recommendations,  the  college  concludes  that: 

A  national  program  is  needed  to  assure  access;  all  persons  should 
have  health  insurance;  expansions  of  Medicaid  and  mandated  em- 
ployer health  insurance  require  immediate  consideration  for  bring- 
ing relief  to  those  without  insurance;  and,  for  the  long  term,  the 
college  concludes  that  alternative  approaches  must  be  explored,  in- 
cluding a  unified  national  insurance  mechanism. 

I  am  pleased  that  the  provider  organizations  are  taking  the  lead 
in  developing  proposals  to  provide  health  insurance  for  every 
American.  There  is  no  organized  constituency  specifically  repre- 
senting the  uninsured,  and  yesterday.  Health  and  Human  Services 
disavowed  any  responsibility  for  that,  suggesting  that  private  en- 
terprise should  do  it. 

So  much  for  Health  and  Human  Services  in  this  administration 
taking  any  significant  role  in  that  area.  Therefore,  other  organiza- 
tions will  have  to  take  the  lead  if  we  are  to  have  any  progress  on 
this  issue. 

Efforts  on  the  part  of  provider  organizations  to  respond  to  this 
problem  represent  enlightened  self-interest  of  the  best  type.  We  are 
all  aware  that  the  increase  of  bad  debt,  charity  care,  and  uncom- 
pensated care  puts  a  difficult  burden  on  hospitals  who  try  to  do  the 
right  thing,  and  that  is  most  hospitals. 

In  1985,  hospitals  provided  about  $7.5  billion  in  uncompensated 
care.  I  hasten  to  add  this  isn't  necessarily  charitable  care,  it  is  just 
uncompensated.  This  is  a  difficult  burden.  Public  hospitals,  which 
have  only  21  percent  of  the  hospital  beds,  are  providing  more  than 
half  of  all  the  charity  care. 

Also,  provider  efforts  to  close  the  gap  in  the  health  insurance 
safety  net  are  more  useful  and  helpful  than  carping  about  current 
reimbursement  levels,  and  I  am  glad  to  see  them.  If,  in  fact,  hospi- 
tals had  no  one  coming  to  the  doors  who  was  not  able  to  pay  under 
a  health  insurance  scheme,  I  suspect  that  the  level  of  the  Medicare 
reimbursement  payments  would  become  less  significant. 

On  July  18,  I  introduced  H.R.  5300.  I  call  it  the  MediPlan  Act  of 
1990,  and  it  is  obviously  a  discussion  piece. 

The  concept  is  that  it  will  provide  comprehensive  health  and 
long-term  care  coverage  to  every — and  I  underline  every — resident 
in  the  United  States.  It  provides  a  method  whereby  this  care  can 
be  financed  in  a  progressive  way,  so  that  1  percent  of  the  Ameri- 
cans, who  now  have  more  assets  than  100  percent  of  the  lower- 
income  Americans,  will  pay  slightly  more  than  the  impoverished 
Americans  for  their  health  care. 
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A  number  of  alternative  approaches  include  many  ideas  that  we 
are  going  to  hear  about  today.  To  those  who  support  these  alterna- 
tives, all  I  ask  is  that  their  plan  meet  these  two  requirements: 

That  we  assure  comprehensive  coverage,  and  that  we  spell  out 
how  we  are  going  to  pay  for  it.  Who  is  going  to  pay,  and  exactly 
how  much  is  critical.  Many  of  us  on  this  committee  remember  the 
days  of  catastrophic  health  care  coverage  for  Medicare.  Those 
short,  wonderful  days  of  yore. 

One  of  the  problems  is  that  there  was  confusion  and  lack  of  un- 
derstanding about  just  who  was  going  to  pay  how  much  for  which 
benefits.  I  don't  think  we  can  let  that  happen  again. 

So,  as  we  now  know,  75  percent  of  Americans  want  health  insur- 
ance or  say  they  want  national  health  insurance;  we  also  know 
that  most  of  them  don't  have  any  realistic  understanding  of  what 
that  might  cost  them  as  individuals,  or  how  the  cost  might  be 
transferred  to  a  variety  of  payers. 

I  welcome  today's  witnesses.  I  hope  we  can  have  a  spirited  discus- 
sion. I  hope  we  can  have  alternative  suggestions.  And  for  those 
who  do  not  yet  have  a  complete  plan,  I  hope  I  can  get  a  commit- 
ment from  the  witnesses  to  say  when  they  come  back  to  us  with 
the  plans  that  they  are  perfecting,  they  will  be  able  to  meet  the 
twin  test,  coverage  for  each  resident  in  our  country  for  what  we 
could  all  agree  is  a  minimum  health  care  insurance  package;  and, 
second,  a  means  to  pay  for  it,  recognizing  that  in  one  way  or  an- 
other, we  are  already  paying  for  it,  but  we  are  placing  very  unfair 
burdens  on  various  segments  of  society. 

[The  opening  statement  of  Chairman  Stark  follows:] 

Opening  Statement  of  Hon.  Pete  Stark 

Today  the  subcommittee  continues  its  series  of  hearings  on  health  insurance  with 
a  discussion  of  options  for  universal  health  insurance  coverage  developed,  or  in  the 
process  of  development,  by  the  provider  community. 

Today  we  will  focus  on  options  put  forth  in  a  position  paper  of  the  American  Col- 
lege of  Physicians  and  those  developed  or  under  development  by  other  providers,  in- 
cluding the  American  Hospital  Association,  the  Catholic  Health  Association,  and 
the  National  Association  of  Public  Hospitals. 

The  recommendations  of  the  American  College  of  Physicians  focus  on  a  set  of 
principles  for  reforming  the  health  care  system.  Among  other  recommendations,  the 
college  concludes  that: 

A  nationwide  program  is  needed  to  assure  access; 
All  persons  should  have  health  insurance; 

Expansions  of  Medicaid  and  mandated  employer  health  insurance  require 
immediate  consideration  for  bringing  relief  to  those  without  insurance. 

For  the  longer  term,  the  ACP  concludes  that  alternative  approaches  must  be  ex- 
plored, including  a  unified  national  insurance  mechanism. 

I  am  pleased  that  provider  organizations  are  taking  the  lead  in  developing  propos- 
als to  provide  health  insurance  coverage  for  every  American.  Certainly,  there  is  no 
organized  constituency  specifically  representing  the  uninsured;  therefore,  other  or- 
ganizations will  have  to  take  the  lead  if  we  are  to  make  progress  on  this  issue. 

Vigorous  effort  on  the  part  of  provider  organizations  to  respond  to  this  problem 
represents  enlightened  self-interest  of  the  best  sort.  We  are  all  aware  that  the  in- 
crease in  bad  debt  and  charity  care  is  putting  a  difficult  burden  on  the  backs  of 
those  hospitals  which  try  to  step  in  and  shoulder  the  load.  In  1985,  hospitals  provid- 
ed $7.4  billion  in  uncompensated  care.  This  is  a  difficult  burden  for  public  hospitals 
which  have  only  about  21  percent  of  hospital  beds,  but  provide  55  percent  of  all 
charity  care. 

I  would  also  say  that  provider  efforts  to  find  ways  to  close  the  gaps  in  the  health 
insurance  safety  net  are  clearly  more  useful,  and  helpful,  than  carping  about  cur- 
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rent  reimbursement  levels,  and  I  am  glad  to  see  them.  We  will  certainly  take  the 
proposals  from  the  provider  community  seriously. 

On  July  18  I  introduced  H.R.  5300,  the  MediPlan  Act  of  1990,  to  provide  compre- 
hensive health  and  long-term  care  coverage  to  every  resident  of  the  United  States. 
MediPlan  represents  my  effort  to  respond  to  the  need  to  reform  the  health  care  fi- 
nancing system. 

MediPlan  is  a  comprehensive  response  to  the  problem  of  assuring  health  benefits 
to  every  American.  It  also  includes  the  necessary  revenue  to  finance  the  coverage  it 
provides.  It  is,  therefore,  a  complete  plan  in  response  to  the  challenge  we  face. 

A  number  of  alternative  approaches  include  ideas  about  which  we  will  hear  today, 
are  on  the  table.  To  those  who  support  these  alternatives,  I  would  ask  whether  their 
plan  can  meet  the  twin  tests  of  assuring  comprehensive  coverage  while  spelling  out 
explicitly  how  the  plan  will  be  financed. 

In  my  view,  consideration  of  any  plan  which  cannot  meet  these  two  tests  would 
not  be  responsible.  For  this  reason,  I  challenge  those  who  are  putting  forth  ideas 
today,  as  well  as  others  who  may  do  so  in  the  future,  to  set  forth  how  their  ideas 
meet  the  two  tests  of  comprehensive  coverage  and  explicit  financing.  Doing  so  is  the 
best  way  to  push  ahead  on  providing  health  care  coverage  to  all. 

I  wish  to  thank  each  of  our  witnesses  for  appearing  here  today.  I  look  forward  to 
hearing  from  our  witnesses  on  this  important  topic. 

Chairman  Stark.  First  of  all,  I  would  like  to  apologize  in  absen- 
tia for  my  Republican  colleagues  who  had  an  emergency  call  to 
meet  with  Ambassador  Hills.  I  would  like  to  leave  the  record  open 
for  a  wide-ranging  amount  of  partisan  comments,  to  rebut  the  com- 
ments which  the  Chair  does  not  like  to  make  in  the  absence  of  the 
minority. 

Our  first  witness  is  Dr.  Norton  J.  Greenberger,  who  is  the 
present  chairman  of  the  department  of  medicine,  of  the  University 
of  Kansas  Medical  Center  in  Kansas  City,  Kans.  He  is  accompanied 
by  Ms.  Deborah  Prout,  director  of  public  policy  for  the  American 
College  of  Physicians. 

Doctor,  welcome  to  the  committee.  I  hope  in  your  testimony  you 
will  tell  us  a  little  bit  about  the  American  College  of  Physicians. 
We  have  your  prepared  testimony  in  its  entirety,  and  it  will,  with- 
out objection,  appear  in  the  record.  If  you  would  like  to  expand  on 
it  or  summarize  it,  or  engage  the  committee  in  dialog  as  you  run 
through  your  testimony,  we  would  be  happy  to  do  that. 

Please  proceed  in  any  manner  you  are  comfortable. 

STATEMENT  OF  NORTON  J.  GREENBERGER,  M.D.,  PRESIDENT, 
AMERICAN  COLLEGE  OF  PHYSICIANS,  AND  PROFESSOR  AND 
CHAIRMAN,  DEPARTMENT  OF  MEDICINE,  UNIVERSITY  OF 
KANSAS  MEDICAL  CENTER,  KANSAS  CITY,  KANS.,  ACCOMPA- 
NIED BY  DEBORAH  M.  PROUT,  DIRECTOR,  PUBLIC  POLICY, 
AMERICAN  COLLEGE  OF  PHYSICIANS 

Dr.  Greenberger.  Mr.  Chairman  and  members  of  the  subcom- 
mittee, the  American  College  of  Physicians,  the  ACP,  appreciates 
this  opportunity  to  appear  before  you  today  to  discuss  the  ACP  po- 
sition on  access  to  health  care. 

The  American  College  of  Physicians  was  founded  in  1915  to 
foster  high  standards  in  the  practice  of  internal  medicine.  Today, 
the  college  is  a  national  medical  organization  representing  approxi- 
mately 70,000  physicians  practicing  internal  medicine  and  its  speci- 
alities. 

This  spring,  the  college  launched  a  major  access  to  care  project 
that  includes  a  position  statement  on  the  subject,  and  the  forma- 
tion of  a  network  of  over  4,000  ACP  members  around  the  country. 
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Simply  stated,  ACP's  basic  conclusion  is  our  health  care  system 
has  significant  problems  and  requires  systematic  change.  It  is  not 
serving  the  uninsured,  nor  is  it  serving  insured  patients,  physi- 
cians, employers,  or  Government. 

Our  recommendations  address  not  only  access  to  health  care,  but 
also  the  cost  of  health  care,  quality  of  care,  medical  liability,  ad- 
ministrative burdens,  and  availability  of  health  care  facilities  and 
personnel.  All  of  these  factors  are  interrelated. 

The  college  concludes  that  nothing  short  of  universal  access  to  a 
level  of  basic  health  care  will  be  fair  in  the  long  run,  and  that  the 
time  has  come  for  a  thoughtful  reexamination  of  all  aspects  of  the 
health  care  system. 

The  college  has  developed  a  set  of  16  criteria  to  evaluate  propos- 
als for  achieving  a  better  health  care  system.  I  will  briefly  summa- 
rize these  criteria,  the  details  of  which  are  spelled  out  in  my  writ- 
ten statement. 

Regarding  benefits:  One,  there  should  be  a  mechanism  for  deter- 
mining the  scope  of  benefits.  Two,  there  should  be  uniform  bene- 
fits. Three,  coverage  decisions  should  be  based  on  clinical  effective- 
ness. Four,  coverage  and  benefits  should  be  continuous  and  inde- 
pendent of  place  of  residence  or  employment. 

With  regard  to  financing:  Financing  should  be  adequate  to  elimi- 
nate financial  barriers  to  determine  needed  care.  There  should  be 
mechanisms  for  controlling  costs.  Administrative  expenses  and  pro- 
cedures should  be  minimized.  Professional  liability  costs  should  be 
minimized.  Existing  sources  of  revenue  should  be  incorporated  into 
any  new  financing  system. 

With  regard  to  organization  and  delivery,  there  should  be  suffi- 
cient infrastructure  in  terms  of  both  facilities  and  manpower  to  de- 
liver health  care  services  efficiently  and  effectively.  There  should 
be  mechanisms  to  assure  quality. 

Innovation  and  improvement  should  be  fostered.  The  system 
should  be  flexible.  Incentives  should  be  provided  to  encourage  indi- 
viduals to  take  responsibility  for  their  own  health,  seek  preventive 
health  care,  and  pursue  health  promotion  activities. 

And,  finally,  patients  should  be  satisfied  and  physicians  and 
other  health  care  professionals  should  be  satisfied. 

The  three  items  that  distinguish  ACP  proposals  from  other  medi- 
cal organizations  are:  One,  we  stress  the  need  for  systemic  reform; 
two,  coverage  could  be  continuous  and  transferable;  and,  three,  na- 
tionwide financing  mechanisms  need  to  be  considered. 

In  this  time  of  crisis  in  our  system,  we  believe  all  options  should 
be  on  the  table  for  discussion.  In  the  position  document  published 
on  May  1,  we  analyzed  six  major  types  of  proposals  that  use  insur- 
ance mechanisms  for  expanding  access.  These  can  be  listed  as  fol- 
lows: 

One,  encourage  individuals  and  employers  to  purchase  private 
insurance.  Two,  mandate  employer  coverage.  Three,  create  health 
insurance  risk  pools.  Four,  extend  and  expand  Medicaid  eligibility. 
Five,  expand  charity  care.  Six,  establish  a  universal  access  to 
health  insurance  program. 

Detailed  commentary  is  contained  in  our  full  position  statement. 
However,  special  relevance  to  the  ongoing  congressional  debate 
over  proposals  for  mandating  employer  health  insurance,  expand- 
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ing  Medicaid,  establishing  universal  access  to  health  insurance  pro- 
gram. Our  initial  thinking  on  these  alternatives,  I  would  now  like 
to  comment  about. 

With  regard  to  mandating  employer  coverage:  Requiring  all  em- 
ployers to  provide  a  certain  package  of  health  insurance  benefits 
could  extend  insurance  coverage  rapidly  to  approximately  two- 
thirds  of  the  uninsured  population,  and  it  certainly  warrants  con- 
sideration as  a  partial,  short-term  solution. 

However,  it  would  increase  cost  to  employers  substantially,  in- 
crease cost  of  goods  and  services,  make  our  products  less  competi- 
tive, and  undermine  the  collective-bargaining  process. 

Most  importantly,  employers  would  still  have  to  purchase  cover- 
age in  the  insurance  marketplace,  and,  therefore,  would  have  no 
handle  on  controlling  costs.  What  about  extending  Medicaid  eligi- 
bility? Expanding  Medicaid  eligibility  might  be  a  desirable  short- 
term  means  for  improving  financial  access  to  health  care  services 
for  those  who  are  poor  or  nearly  poor,  but  do  not  qualify  for  public 
assistance. 

In  addition,  expansion  would  also  correct  some  of  the  present  in- 
equities in  coverage  and  benefits.  These  improvements  would  re- 
quire substantially  greater  amounts  of  Federal  and  State  funding, 
amounts  that  would  be  difficult  to  achieve  at  a  time  of  budgetary 
constraints. 

Further,  the  social  welfare  nature  of  the  program  has  not  engen- 
dered public  support,  and  the  low  payment  rates  have  restricted 
access  to  care.  Finally,  the  administrative  burdens  of  Medicaid 
would  need  to  be  addressed  in  a  substantial  way. 

Establishing  a  universal  access  to  health  care  program:  Univer- 
sal access  program  could  be  provided  through  either  the  public  or 
private  sectors,  or  by  some  combination  of  both.  The  primary  ad- 
vantage of  universal  access  program  is  everyone  is  covered,  and 
coverage  is  continuous,  regardless  of  change  in  place  of  residence 
or  employment.  All  participants  have  access  to  mainstream  health 
care. 

Such  programs  in  other  countries  have  administrative  costs  that 
are  much  less  than  those  borne  in  the  United  States,  primarily  be- 
cause there  is  much  less  administrative  overhead  involved  in  the 
billing,  processing,  and  collection  of  claims. 

Disadvantages  include  the  potential  for  greater  Government 
intervention  in  the  practice  of  medicine  and  in  clinical  decision- 
making, loss  of  physician  ability  to  set  fees  for  increased  pressure 
for  cost  containment,  and  more  overt  rationing  of  health  care  serv- 
ices. 

In  conclusion,  as  the  college  urges  comprehensive  reform,  it  cau- 
tions against  stitching  together  a  patchwork  of  programs  that  will 
not  meet  long-term  needs.  Short-term  approaches  should  be  in 
accord  with  long-term  needs.  We  maintain  that  universal  access  to 
health  care  is  absolutely  essential,  that  no  potential  solution 
should  be  eliminated  from  full  analysis  and  discussion. 

I  thank  you  for  your  attention.  I  would  be  pleased  to  answer  any 
questions. 

[The  statement  of  Dr.  Greenberger  follows:] 
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STATEMENT  OF 
THE  AMERICAN  COLLEGE  OF  PHYSICIANS 
BEFORE  THE 
HEALTH  SUBCOMMITTEE 
WAYS  AND  MEANS  COMMITTEE 
U.S.  HOUSE  OF  REPRESENTATIVES 
July  24,  1990 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

The  American  College  of  Physicians  (ACP)  appreciates  this  opportunity  to 
appear  before  you  today  to  discuss  the  ACP  position  on  Access  to  Health 
Care.  ACP  was  founded  in  1915  to  foster  high  standards  in  the  practice 
of  internal  medicine;  today  the  College  is  a  national  medical  organiza- 
tion representing  approximately  70,000  physicians  practicing  internal 
medicine  and  its  subspecialties,  including  gastroenterology, 
endocrinology,  oncology,  and  cardiology.  It  includes  practitioners 
providing  primary  care,  medical  subspecial ists ,  and  medical  researchers 
and  teachers. 

I  am  Norton  J.  Greenberger,  MD,  FACP,  Professor  and  Chairman  of  the 
Department  of  Medicine  at  the  University  of  Kansas  Medical  Center  and  a 
practicing  physician;  accompanying  me  is  Deborah  Prout,  Director  of 
Public  Policy.  Coinciding  with  my  election  as  President  of  the  American 
College  of  Physicians  this  spring,  the  College  launched  a  major  "Access 
to  Care  Project"  that  includes  a  position  statement  on  the  subject  and 
the  formation  of  a  network  of  over  4,000  ACP  members  around  the  country 
to  identify  local  problems  and  make  recommendations  for  improving  the 
health  care  system.  In  the  few  short  months  since  the  ACP  position 
statement  was  published  in  the  Annals  of  Internal  Medicine, 
thousands  of  physicians  have  indicated  their  "dfesire  to  Felp  develop 
solutions  to  the  problems  of  our  troubled  health  care  system. 

Simply  stated,  ACP's  basic  conclusion  is  that  our  health  care  system  has 
significant  problems  and  requires  systemic  change.  It  is  not  serving 
the  uninsured,  nor  is  it  serving  insured  patients,  physicians,  employ- 
ers, or  government.  We  must  work  for  a  comprehensive  and  coordinated 
nation-wide  program.  Our  recommendations  address  not  only  access  to 
health  care  but  also  the  cost  of  health  care,  quality  of  care,  medical 
liability,  administrative  burdens  and  availability  of  health  care  facili- 
ties and  personnel.  All  of  these  factors  are  interrelated.  The  College 
concludes  "that  nothing  short  of  universal  access  to  a  level  of  basic 
health  care  will  be  fair  in  the  long  run,"  and  "that  the  time  has  come 
for  a  thoughtful  re-examination  of  all  aspects  of  the  health  care  sys- 
tem." 

The  present  state  of  our  health  care  system  lends  a  new  urgency  to  the 
task  of  addressing  and  resolving  problems  facing  the  system.  In  particu- 
lar, we  are  deeply  troubled  by  the  large  numbers  of  Americans  without 
adequate  access  to  health  care  services;  inordinate  increases  in  health 
care  costs,  including  the  costs  of  marketing,  health  insurance,  and 
malpractice  insurance;  cost  containment  actions  that  undermine  the  basic 
infrastructure,  including  facilities  and  personnel  on  which  delivery  of 
services  depends;  and  growing  administrative  burdens  and  increasing 
intrusion  into  the  practice  of  medicine  by  government  and  other  third- 
party  payers. 

Growing  pressures  from  government  and  business  to  contain  health  care 
costs  have  resulted  in  restrictions  on  the  provision  of  health  care 
services  and  have  eroded  physicians'  ability  to  provide  patient  care. 
Medicine  is  suffering  from  the  paradox  of  being  clinically  able,  but 
financially  unable,  to  fulfill  its  mission  of  caring  for  those  in  need. 
Not  only  are  these  factors  a  source  of  frustration  and  demoralization  to 
physicians,  they  threaten  our  self-definition  as  a  caring  and  humane 
society.  It  is  overwhelmingly  clear  that  more  vigorous  efforts  must  be 
made  to  address  these  and  related  problems. 


BACKGROUND 


The  College's  statement  on  "Access  to  Health  Care"  was  the  result  of  a 
two-year  process   involving  the  policy  committees  of  the  College,  the 
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Board  of  Governors,  the  Board  of  Regents,  and  members  attending  presenta- 
tions at  our  Annual  Sessions  and  chapter  regional  meetings.  But,  we  view 
this  position  statement  as  only  the  initial  step  in  what  will  be  neces- 
sary to  bring  true  reform  to  our  health  care  system.  It  is  a  means  of 
disseminating  information  about  the  difficult  and  complex  health  care 
access  problem,  outlining  possible  approaches  for  resolving  this  prob- 
lem, and  urging  the  full  participation  of  all  concerned  in  developing 
and  implementing  solutions.  Within  our  own  organization,  through  our 
Access  to  Care  Project,  we  intend  to  involve  as  many  individual  members 
as  possible  in  collecting  further  data  and  developing  additional  recom- 
mendations. Ultimately,  we  believe  that  viable  solutions  will  only  be 
developed  when  all  concerned  parties  sit  down  and  work  together,  includ- 
ing providers,  employers,  citizens,  and  government. 

It  is  important  to  note  that  the  process  that  led  to  the  College's  posi- 
tion —  the  building  of  consensus  for  the  idea  of  fundamental  reform  of 
the  health  care  system  --  taught  those  of  us  who  were  involved  some 
important  lessons.  Many  of  us  held  views  that  were  changed  as  we  contin- 
ued to  review  the  facts  and  figures  on  the  access  problem  and  to  consid- 
er proposed  alternatives.  Some  proposals  that  appeared  at  first  analysis 
as  sufficient  solutions  to  the  problem  of  access  to  care,  especially  the 
expansion  of  Medicaid  and  the  mandating  of  employer  health  insurance, 
lost  their  attractiveness  under  sustained  scrutiny.  It  became  clear  that 
the  problems  of  the  uninsured  were  inextricably  linked  to  the  problems 
experienced  by  those  who  already  had  access  to  the  system.  In  short, 
that  this  is  not  only  the  problem  of  the  uninsured  but  that  the  present 
system  is  not  serving  insured  individuals,  physicians,  employers  or 
government  as  well  as  it  should  and  as  well  as  it  could  with  certain 
changes. 

Therefore,  we  came  to  the  conclusion  that  the  problems  facing  this  na- 
tion with  respect  to:  cost  containment,  appropriate  utilization  control, 
malpractice,  determination  of  societal  priorities,  improvement  of  quali- 
ty, and  the  maintenance  of  an  appropriate  infrastructure,  were  essential 
elements  of  the  current  access  problem.  More  importantly,  even  if  we 
"solve"  the  access  problem  by  insuring  all  Americans,  if  we  fail  to 
address  these  interrelated  issues  we  will  have  developed  a  short-term 
fix,  not  a  long-term  solution. 

We  fear  that  absent  comprehensive  reform  of  the  system,  all  of  us  will 
continue  to  be  burdened  by  aggregate  costs  that  are  out  of  control,  by 
administrative  costs  that  are  a  misuse  of  potential  patient  care  resourc- 
es and  by  administrative  burdens  that  are  a  source  of  frustration  to 
patients  and  providers. 

CRITERIA  FOR  A  BETTER  SYSTEM 

In  our  policy  documents  we  provided  a  detailed  analysis  of  the  major 
problems  of  the  current,  patchwork,  health  care  system  in  the  United 
States,  including:  inadequate  financial  access,  absent  or  insufficient 
insurance  protection,  continually  rising  costs,  and  a  system  that  is 
burdensome  for  patients,  their  families,  and  physicians.  We  then  attempt- 
ed to  outline  the  characteristics  of  a  more  ideal  system.  The  criteria 
listed  below  are  useful  for  assessing  proposed  solutions.  They  may  re- 
quire further  refinement,  and  they  are  listed  categorically,  not  in 
order  of  priority. 

BENEFITS 

1.    There  should  be  a  mechanism  for  determining  scope  of  benefits. 

An  effective  health  care  system  should  have  a  rational  basis  for 
determining  the  scope  of  benefits  that  are  covered  and  for  prioritiz- 
ing these  benefits.  The  system  may  not  be  able  to  accommodate  finan- 
cially the  clinical  capacity  to  provide  all  possible  services. 

Our  policy  committees  have  struggled  in  an  effort  to  develop  a  defi- 
nition of  an  appropriate  package  of  benefits,  including  whether  such 
benefits  should  be  defined  as  "basic"  or  "essential"  health  servic- 
es. Despite  these  efforts  and  the  efforts  of  those  of  our  members 
who  responded  to  our  surveys,  there  is  little  that  does  not  seem  to 
be,  in  some  way  or  under  some  circumstances,  either  basic  or  essen- 
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tial.  The  central  challenge,  therefore,  is  how  best  to  select  and 
prioritize  the  vast  array  of  services  which  could  be  made  avail- 
able. There  need  to  be  clearly  defined  roles  for  both  clinical 
recommendations  and  priority  setting  and  for  a  separate  process  to 
determine  what  is  financially  and  practically  feasible. 

The  medical  profession  must  be  actively  involved  in  determining 
clinical  appropriateness  and  effectiveness.  However,  the  process 
for  clinically-based  recommendations  on  services  should  be  kept 
separate  from  but  be  fully  informed  by  the  necessarily  societal  and 
political  determination  of  what  is  feasible.  In  this  way,  all  citi- 
zens can  be  more  fully  involved  in  this  debate,  thereby  raising 
public  awareness  of  the  complex  problem  of  appropriate  allocation  of 
societal  resources.  Any  decisions  to  curtail  or  limit  coverage 
based  on  costs  or  budgetary  considerations  should  be  made  with  full 
representation  of  all  concerned  parties,  including  patients  and 
physicians. 

2.  There  should  be  uniform,  minimum  benefits. 

There  should  be  a  uniform,  minimum  package  of  health  care  benefits 
for  all.  These  minimum  benefits  should  be  "universal,"  that  is, 
available  to  everyone.  Coverage  must  not  vary  geographically  as  it 
does  presently  among  both  public  and  private  insurance  plans  because 
of  different  judgments  among  carriers  as  to  what  is  and  is  not  appro- 
priate. For  example,  coverage  now  varies  widely  among  private  plans 
for  such  services  as  cosmetic  surgery,  home  health  care,  psychiatric 
services,  and  preventive  health  care. 

Even  under  the  Medicare  program,  although  uniform  guidelines  and 
criteria  for  making  coverage  determinations  are  provided  to  all 
contractors,  each  of  the  48  carriers,  57  intermediaries,  and  54 
professional  review  organizations  (PROs)  has  discretion  in  making 
its  own  coverage  decisions.  If  a  national  coverage  policy  decision 
has  been  issued  concerning  a  particular  item  or  service,  all  Medi- 
care contractors  are  bound  by  it.  If  there  is  no  national  policy, 
each  contractor  makes  its  own  determination.  The  inequities  of  this 
highly  decentralized  process  become  most  apparent  to  beneficiaries 
who  on  moving  from  one  state  to  another,  find  that  the  services  that 
had  been  reimbursable  by  their  previous  Medicare  contractor  are  not 
covered  by  their  new  carrier. 

Physicians  dealing  with  more  than  one  Medicare  contractor  and  with 
multiple  insurance  companies  are  faced  with  conflicting  coverage 
policies.  These  conflicts  add  to  their  administrative  burdens  and 
necessitate  additional  documentation  and  paperwork  to  process 
claims  that  may  be  denied  or  subjected  to  various  review  processes. 
Lack  of  a  uniform  minimum  coverage  policy  is  perplexing  to  both 
patients  and  physicians  and  results  in  inequitable  access  to  some 
health  care  services. 

3.  Coverage  decisions  should  be  based  on  clinical  effectiveness. 

An  ideal  health  care  system  would  provide  insurance  coverage  and 
payment  for  appropriate  and  efficacious  health  care  services  but 
would  not  cover  services  that  are  inappropriate,  ineffective,  or 
unnecessary.  Currently,  there  is  a  lack  of  clinical  data  on  the 
effectiveness  of  many  medical  tests  and  procedures  and  a  lack  of 
scientific  knowledge  of  what  constitutes  appropriate  care  for  specif- 
ic patient  conditions  or  problems.  Much  research  has  been  done  to 
evaluate  new  medical  practices  and  technologies.  Examples  include 
the  ACP  Clinical  Efficacy  Assessment  Project,  the  Patient  Outcome 
Assessment  projects  supported  by  the  National  Center  for  Health 
Services  Research  and  Health  Care  Technology  Assessment,  the  random- 
ized controlled  clinical  trials  sponsored  by  the  National  Institutes 
of  Health,  and  research  by  the  Office  of  Technology  Assessment,  the 
Health  Care  Financing  Administration,  and  others.  However,  the 
total  amount  of  this  research,  generally  known  as  health  services 
research,  has  been  minuscule  in  relation  to  national  health  care 
expenditures.  Scientific  knowledge  on  effectiveness  and  appropriate- 
ness is  still  very  limited.  Consequently,  public  and  private  health 
insurance  plans  make  coverage  decisions  based  on  limited  scientific 
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data,  determinations  of  existing  norms  of  care,  patient  demand,  and 
political  and  economic  considerations. 

Ideally,  all  new  --  as  well  as  existing  --  medical  tests,  proce- 
dures, and  technologies  should  be  evaluated  scientifically  to  deter- 
mine their  clinical  efficacy  and  appropriate  conditions  of  usage. 
Procedures  that  are  determined  to  be  ineffective  or  inappropriate 
should  not  be  covered.  Research  priorities  will  need  to  be  set,  and 
coverage  decisions  reviewed  as  scientifically  sound  data  become 
available.  The  Institute  of  Medicine,  the  National  Leadership  Com- 
mission on  Health  Care,  and  the  Physician  Payment  Review  Commission 
have  recommended  that  several  hundred  million  dollars  in  additional 
federal  funding  will  be  needed  each  year  to  expand  clinical  effec- 
tiveness research.  The  College  has  strongly  supported  legislative 
efforts  to  increase  the  level  of  health  services  research  funding. 

4.  Coverage  and  benefits  should  be  continuous  and  independent  of  place 
of  residence  or  employment. 

Participants  should  continue  to  have  access  to  covered  health  care 
services  regardless  of  place  of  residence  or  employment  status. 
Coverage  should  be  "portable";  persons  changing  jobs  or  moving  from 
one  state  to  another  should  not  lose  their  health  care  benefits. 

FINANCING 

5.  Financing   should   be   adequate   to   eliminate   financial    barriers  to 
obtaining  needed  care. 

The  financial  burden  for  the  program  should  be  shared  progressive- 
ly. Any  premiums,  copayments,  deductibles,  or  taxes  used  to  finance 
it  should  be  based  on  ability  to  pay. 

6.  There  should  be  mechanisms  for  controlling  costs. 

Cost  containment  measures  are  essential  to  any  health  care  financing 
system.  Payments  should  be  made  only  for  necessary  and  appropriate 
care.  There  should  be  incentives  for  patients  to  obtain  and  for 
health  care  providers  to  deliver  health  care  services  in  a  cost-ef- 
fective manner.  Charges  and  payments  for  health  care  services 
should  be  based  on  objective  determinations  of  reasonableness. 

7.  Administrative  expenses  and  procedures  should  be  minimized. 

Administrative  burdens  on  patients,  physicians,  hospitals,  and  other 
health  care  providers  should  be  kept  to  a  minimum.  Requirements  for 
billing  and  completion  and  processing  of  forms  and  other  paperwork 
should  not  deter  health  care  professionals  from  working  within  the 
system.  Providers  of  health  care  should  not  be  subjected  to  compli- 
cated and  differing  rules  and  requirements  from  a  multitude  of  insur- 
ers and  other  third-party  payers.  Likewise,  the  cost  of  administer- 
ing the  program,  including  program  costs  as  well  as  the  administra- 
tive overhead  of  insurance  carriers  and  fiscal  intermediaries, 
should  be  minimized  so  that  a  high  proportion  of  program  outlays  are 
devoted  to  delivery  of  health  care  services.  Finally,  the  system 
should  promote  efficiency,  with  insurance  agencies  sharing  informa- 
tion and  providing  coordinated  coverage  and  benefits. 

8.  Professional  liability  costs  should  be  minimized. 

The  direct  costs  of  medical  malpractice  insurance  as  well  as  any 
indirect  costs  of  added  tests  and  procedures  done  to  reduce  the  risk 
of  malpractice  litigation  add  significantly  to  overall  health  care 
costs.  These  costs  have  continued  to  rise  due  to  many  factors, 
including  the  increasing  proclivity  of  patients  to  sue,  legal  fees 
that  are  contingency-based,  excessive  jury  awards  for  pain  and  suf- 
fering, and  the  tendency  of  insurance  companies  to  agree  to  out-of- 
court  settlements.  Restructuring  of  the  professional  liability 
system,  including  necessary  elements  of  tort  reform,  should  be  an 
integral  part  of  health  care  reform. 
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9.  Existing  sources  of  revenue  should  be  incorporated  into  any  new 
financing  system." 

For  a  new  system  to  be  financially  viable,  it  must,  when  possible, 
continue  to  capture  those  resources  currently  financing  health  care 
services.  Some  savings,  of  course,  may  ultimately  result  under  a 
more  efficient  system  and  should  be  shared  among  contributors.  It 
is  critical,  however,  that  resources  now  available  to  the  system  not 
be  lost,  although  they  may  assume  a  different  form.  For  example, 
resources  from  employers  presently  providing  coverage  and  governmen- 
tal programs,  such  as  Medicare,  Medicaid,  CHAMPUS,  and  VA  programs, 
should  be  incorporated. 

ORGANIZATION  AND  DELIVERY 

10.  There  should  be  a  sufficient  infrastructure  in  terms  of  both  facili- 
ties and  manpower  to  deliver  health  care  services  efficiently  and 
effectively. 

Health  care  facilities  —  hospitals,  outpatient  clinics,  skilled 
nursing  homes,  home  health  agencies,  and  hospices  --  should  be  avail- 
able to  meet  the  full  continuum  of  health  care  needs.  Likewise,  the 
supply  of  physicians,  nurses,  and  other  health  care  professionals 
should  be  adequate  to  meet  requirements  for  professional  services. 
A  new  health  care  financing  system  must  be  analyzed  in  terms  of  its 
impact  on  public  hospitals  to  ensure  that  the  necessary  infrastruc- 
ture for  delivery  of  services  is  sufficient  to  meet  patient  needs. 
Health  planning  will  be  needed  to  ensure  that  resources  are  allocat- 
ed to  meet  needs  best  and  to  avoid  unnecessary  duplication,  waste, 
and  inefficiency.  National  policies  on  manpower  will  need  to  ensure 
that  sufficient  numbers  of  the  right  kinds  of  physicians  and  other 
health  care  professionals  are  educated  and  trained  to  provide  pa- 
tient care  services  as  well  as  to  meet  national  needs  for  teaching, 
research,  and  administration. 

11.  There  should  be  mechanisms  to  assure  quality. 

Quality  assurance  and  utilization  review  should  be  provided  through 
accepted  mechanisms:  accreditation  and  certification  standards  for 
institutions;  peer  review  and  other  quality  assurance  mechanisms  for 
health  care  providers.  Patients  must  be  able  to  express  their  satis- 
faction or  dissatisfaction  with  the  quality  of  services  they  receive 
by  being  free  to  choose  among  providers. 

12.  Innovation  and  improvement  should  be  fostered. 

Sufficient  resources  must  be  devoted  to  research  and  development  to 
achieve  continued  advances  in  medical  science.  The  system  must  be 
responsive  to  scientific  advances,  improvements  in  technology,  and 
changes  in  medical  practice.  Issues  of  maintenance  of  the  health 
care  infrastructure  have  to  be  addressed.  It  is  critical  that  capi- 
tal resources  be  available  on  a  continuous  basis  to  enable  new  con- 
struction, restoration  and  maintenance  of  existing  facilities,  and 
purchase  of  new  equipment  and  other  capital  improvements. 

13.  The  system  should  be  flexible. 

The  financing  system  should  be  responsive  to  variations  in  patient 
care  needs  and  preferences  concerning  how  services  are  organized  and 
delivered.  It  should  recognize  the  pluralistic  nature  of  our  socie- 
ty, accommodating  differences  in  population,  culture,  and  location. 
The  system  should  permit  various  organizational  models  for  the  deliv- 
ery of  health  care  services,  including  private  practice,  group  prac- 
tice arrangements,  health  maintenance  organizations,  and  preferred 
provider  organizations. 

14.  Incentives  should  be  provided  to  encourage  individuals  to  take 
responsibility  for  their  own  health,  seek  preventive  health  care  and 
pursue  health  promotion  activitiesT 


Health  promotion  and  preventive  health  care  are  effective  means  for 
improving   the   nation's    health   and   reducing   health   care  expendi- 
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tures.  The  health  care  system  should,  therefore,  encourage  these 
activities:  prenatal  care,  maternity  care,  well -child  care,  immuni- 
zations, physical  exercise,  good  nutrition,  healthful  life  styles, 
and  similar  activities  that  contribute  to  good  health.  The  system 
should  also  encourage  Americans  to  cease  unhealthful  activities  such 
as  smoking,  alcohol  abuse,  and  drug  use. 

SATISFACTION 

15.  Patients  should  be  satisfied. 

The  health  care  system  should  be  satisfactory  to  patients  in  terms 
of  meeting  their  health  care  needs  and  providing  services.  Patients 
should  be  able  to  choose  their  own  physicians  and  the  type  of  set- 
ting from  which  they  obtain  health  care  services.  Patients  who  are 
dissatisfied  with  the  services  they  receive  should  not  be  unduly 
restricted  from  changing  physicians  or  providers.  The  freedom  of 
patients  to  choose  their  own  physicians  is  an  important  safeguard 
for  assuring  quality  of  care. 

Patients  should  also  be  able  to  understand  easily  how  to  obtain  and 
pay  for  care.  The  financing  system  should  not  be  so  complex  that 
patients  cannot  readily  obtain  the  care  they  need.  Any  use  of  insur- 
ance or  claims  forms  should  be  fairly  simple,  so  that  patients  can 
pay  for  the  services  they  receive  and  obtain  appropriate  reimburse- 
ment. 

16.  Physicians    and   other   health   care   professionals   should  be  satis- 
fiid:   

The  health  care  system  should  foster  an  environment  in  which  physi- 
cians can  work  effectively  and  be  reasonably  satisfied.  Such  an 
environment  would  provide  appropriate  compensation  for  physician 
services  and  would  allow  physicians  to  practice  without  undue  out- 
side interference  in  clinical  decision-making  or  burdensome  adminis- 
trative and  paperwork  requirements. 

Appropriate  professional  judgment  should  not  be  impeded.  Making 
clinical  diagnoses  and  decisions  regarding  the  management  and  treat- 
ment of  disease  are  challenges  that  are  hallmarks  of  the  medical 
profession.  Inappropriate  infringements  on  this  activity  may  dis- 
courage the  most  promising  candidates  from  seeking  or  remaining  in 
medical  careers.  Therefore,  the  financing  system  should  not  unduly 
influence  clinical  decision-making,  except  to  the  extent  that  pay- 
ments should  not  be  provided  for  inappropriate  and  ineffective  ser- 
vices. Physicians  and  other  health  care  professionals  must  be  able 
to  determine  the  most  appropriate  course  of  treatment,  within  the 
necessary  limitations  of  their  scope  of  expertise,  the  circumstanc- 
es of  specific  patient  situations,  and  scientific  knowledge  and 
clinical  standards.  This  is  one  of  the  major  challenges  that  at- 
tracts students  to  enter  careers  in  medicine.  Unreasonable  infringe- 
ment on  professional  judgment  in  patient  care  decision-making  limits 
physicians'  ability  to  care  best  for  their  patients  and  is  a  major 
source  of  frustration  for  those  in  practice. 

ASSESSMENT  OF  ALTERNATIVE  APPROACHES  TO  IMPROVING  ACCESS 

In  the  position  document  published  on  May  1,  we  analyzed  six  major  types 
of  proposals  that  use  insurance  mechanisms  for  expanding  access.  Each  of 
the  generic  categories  of  proposals  could  be  fulfilled  by  many  variously 
structured  plans  for  improving  access.  The  six  approaches  considered 
were  as  follows: 

0  Encourage  individuals  and  employers  to  purchase  private 
insurance 

0  Mandate  employer  coverage 

0  Create  health  insurance  risk  pools 

0  Extend  Medicaid  eligibility 

0  Expand  charity  care 

0  Establish  a  universal  access  to  health  insurance  program 

Detailed  commentary  is  contained  in  our  full  position  statement,  howev- 
er, of  special  relevance  to  the  ongoing  Congressional  debate  are  propos- 
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als  for  mandating  employer  health  insurance,  expanding  Medicaid,  and 
establishing  a  universal  access  to  health  insurance  program.  Our  initial 
thinking  on  these  alternatives  is  summarized  below. 

Mandate  Employer  Coverage 

Requiring  all  employers  to  provide  a  certain  package  of  health  insurance 
benefits  could  extend  insurance  coverage  to  approximately  two  thirds  of 
the  uninsured  population  and  could  improve  coverage  for  many  who  are 
underinsured.  However,  this  approach  would  provide  only  a  partial  solu- 
tion and  would  need  to  be  coupled  with  other  remedies.  It  could  contrib- 
ute to  increased  unemployment,  and  it  would  leave  unaddressed  the  ineffi- 
ciencies and  inequities  of  current  insurance  mechanisms,  including  high 
overhead  costs  and  multiple  and  conflicting  administrative  burdens  for 
health  care  providers  and  patients.  However,  because  of  its  ability  to 
expand  coverage  rapidly  for  a  significant  portion  of  the  uninsured  popu- 
lation, this  mechanism  warrants  consideration  as  a  partial,  short-term 
solution  to  the  present  problem. 

Extend  Medicaid  Eligibility 

Expanding  Medicaid  eligibility  might  be  a  desirable,  short-term  means 
for  improving  financial  access  to  health  care  services  for  those  who  are 
poor  or  nearly  poor  but  do  not  qualify  for  public  assistance,,  Establish- 
ing uniform,  minimum  eligibility  standards  could  reduce  some  of  the 
present  inequities  in  coverage  and  benefits  among  the  states.  These 
improvements  would  require  substantially  greater  amounts  of  federal  and 
state  funding,  amounts  that  would  be  difficult  to  achieve  at  a  time  of 
budgetary  constraints.  Overall,  this  approach  could  serve  as  an  interim 
means  for  improving  access  for  low-income  groups,  particularly  for  those 
below  the  poverty  level  who  qualify  for  Medicaid  in  some  states  but  not 
in  others.  However,  because  of  the  social -welfare  nature  of  the  program 
and  the  low  payment  rates  that  restrict  access  to  care,  we  do  not  advo- 
cate this  approach  as  the  primary,  long-term  means  for  increasing  access 
to  health  care  for  all  Americans. 

Establish  a  Universal-Access-to-Health-Insurance  Program 

Universal  health  insurance  programs  utilize  an  insurance  mechanism  to 
protect  all  eligible  participants  from  the  costs  of  health  care  servic- 
es. A  universal  access  program  could  be  provided  through  either  the 
public  or  private  sectors  or  by  some  combination  of  both.  The  key  fea- 
ture would  be  that  a  uniform  insurance  mechanism  would  spread  the  risks 
of  health  care  costs  equitably  on  a  nationwide  basis. 

The  primary  advantages  of  a  universal  access  program  are  that  everyone 
is  covered  and  that  coverage  is  continuous,  regardless  of  changes  in 
place  of  residence  or  employment.  All  participants  are  covered  for 
specific  health  insurance  benefits  and  have  financial  access  to  main- 
stream health  care.  Nationally  administered  programs,  in  other  countries 
have  administrative  costs  that  are  much  less  than  those  now  borne  in  the 
United  States,  primarily  because  there  is  less  administrative  overhead 
involved  in  the  billing,  processing  and  collection  of  claims.  Disadvan- 
tages include  the  potential  for  greater  governmental  intervention  in  the 
practice  of  medicine  and  in  clinical  decision-making,  loss  of  physi- 
cians' ability  to  set  fees,  more  intense  pressure  for  cost  containment, 
and  more  overt  rationing  of  health  care  services. 


CONCLUSIONS  AND  RECOMMENDATIONS 

Having  reviewed  the  major,  alternative  types  of  proposals  for  financing 
access  to  health  care  services  for  all  Americans,  the  College  concluded 
as  follows: 

A  nationwide  program  is  needed  to  assure  access  to  health  care  for 
all  Americans,  and  we  recommend  that  this  be  adopted  as  a  policy 
goal  for  the  nation.  The  College  believes  that  health  insurance 
coverage  for  all  persons  is  needed  to  minimize  financial  barriers 
and  assure  access  to  appropriate  health  care  services. 
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Assuring  access  also  involves  issues  of  cost  and  quality.  The 
medical  profession  bears  responsibility  to  ensure  that  acceptable, 
appropriate,  and  cost-effective  care  is  delivered. 

Although  several  of  the  proposals  that  we  reviewed  may  provide  a  needed 
short-term  solution  to  aspects  of  the  access  problem,  it  is  our  position 
that  a  longer-term  view  is  necessary: 


A  comprehensive  and  coordinated  program  to  assure  access  on  a  na- 
tion-wide basis  is  essential.  In  trie  near  term,  given  the  urgency 
of  the  need,  it  should  build  upon  the  strengths  of  existing  health 
care  financing  mechanisms.  In  the  longer-term,  careful  considera- 
tion of  new  and  innovative  alternatives,  including  some  form  of  a 
nation-wide  financing  mechanism,  will  be  necessary. 


Expansion  of  Medicaid  and  mandated  employer  health  insurance  require 
immediate  consideration  for  bringing  prompt  relief  to  a  large  segment  of 
the  population  presently  without  adequate  access  to  health  care.  Al- 
though these  short-term  approaches  have  serious  negative  implications 
for  achieving  long-term  reform,  they  bring  a  certain  immediate  ameliora- 
tion of  intolerable  conditions  that  now  exist. 

The  time  has  come  for  a  careful  examination  of  the  entire  structure  of 
the  American  health  care  delivery  system.  Alternative  approaches  for 
achieving  greater  access  to  health  care  services  must  be  carefully  con- 
sidered, including  the  possibility  of  a  unified  insurance  mechanism.  If 
any  single  aspect  of  the  criteria  for  a  better  system  drives  us  towards 
this  conclusion,  it  is  the  staggering  administrative  burden  of  the 
present  system,  both  in  the  obvious  expense  of  its  administration  and 
the  rising  bureaucracy  and  paperwork  that  it  engenders. 

Therefore,  we  urge  extreme  caution  in  merely  building  on  the  present 
structure.  Although  this  approach  has  appeal  for  various  political  and 
practical  reasons,  we  will  continue  to  argue  that  some  proposed  solu- 
tions should  be  considered  short-term  remedies  and  that  the  time  has 
come  for  a  thoughtful  re-examination  of  all  aspects  of  the  present 
health  care  system. 

Serious  consideration  of  any  form  of  a  universal  access  to  health  insur- 
ance program  would  be  likely  to  generate  considerable  controversy  and 
could  be  divisive  for  the  medical  profession.  Adoption  of  such  a  pro- 
gram would  involve  a  substantial  restructuring  of  the  entire  U.S.  health 
care  system  and,  therefore,  should  be  approached  thoughtfully  and  with 
caution.  Experience  with  the  Medicare  and  Medicaid  programs  has  given 
many,  if  not  all,  physicians  cause  to  be  leery  of  further  governmental 
involvement  in  health  care  and  skeptical  that  significant  administrative 
savings  would  be  achieved  under  yet  another  national  program.  Neverthe- 
less, we  believe  that  there  is  much  that  can  be  done  to  improve  the 
accessibility,  quality,  and  efficiency  of  our  health  care  system.  Some 
type  of  coordinated,  comprehensive  program  is  required  on  a  nationwide 
basis. 

I  appreciate  the  opportunity  to  appear  before  you  today  and  would  be 
pleased  to  respond  to  any  questions  the  Subcommittee  members  might 
have.    Thank  you. 
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Chairman  Stark.  Thank  you  very  much. 
Mr.  Coyne. 

Mr.  Coyne.  If  we  were  to  do  nothing  in  the  next  5  years,  would 
there  be  more  uninsured  individuals  throughout  the  country  in  10 
years? 

Dr.  Greenberger.  Absolutely,  yes.  I  think  that  the  current 
system  is  under  stress  for  a  number  of  reasons.  I  think — I  haven't 
mentioned  this  in  my  statement  today,  but  I  think  the  stresses  in- 
volve not  only  the  patients,  but  also  the  providers. 

Physicians  are  increasingly  dissatisfied  and  disillusioned  with 
the  problems  they  are  having  with  their  patients  gaining  access  to 
the  system,  and  with  the  administrative  burdens  that  have  become 
quite  onerous. 

We  are  seeing  this  in  the  fact  decreasing  numbers  of  students 
are  opting  for  primary  care  practice,  in  internal  medicine  and 
other  primary  case  disciplines,  and  we  feel  this  has  important  im- 
plications for  the  future,  as  it  will  also,  if  the  trend  continues,  jeop- 
ardize the  access  to  care  and  jeopardize  the  care  for  the  uninsured 
and  elderly  in  the  future. 

Mr.  Coyne.  Would  you  care  to  comment  on  HHS  Secretary  Sulli- 
van's statements  that  the  private  sector  should  handle  the  health 
insurance  crisis  for  the  most  part,  and  keep  some  Governm.ent  in- 
volvement? 

Dr.  Greenberger.  I  think  the  lessons  of  the  last  decade  have 
taught  us,  while  a  private  sector  can  offer  certain  advantages, 
these  problems  have  now  reached  the  point  where  we  need  to  seri- 
ously think  about  systemic  reform. 

One  of  the  strongest  cases  I  think  we  can  make  is  the  system  is 
not  serving  patients  well.  It  is  not  serving  the  uninsured  as  well  as 
the  insured.  It  is  not  serving  doctors  well.  It  is  not  serving  the  Gov- 
ernment well.  And  the  costs  are  out  of  control. 

If  you  put  all  of  those  factors  together  and  recognize  they  are 
interrelated,  you  come  to  the  conclusion  we  need  to  consider  sys- 
temic reform  rather  than  extending  the  current  system. 

I  think  one  of  the  liabilities  of  the  current  system,  it  is  an  exten- 
sion of  what  we  did  in  1965.  We  are  dealing  with  a  system  now 
that  was  designed  for  $15  x  rays — $15  office  visits  and  $25  x  rays. 
Not  $800  endoscopies,  not  $2,000  a  day  in  intensive  care  unit.  Until 
we  address  these  multiple  problems,  we  are  not  going  to  be  solving 
some  of  these  pressing  problems. 

Therefore,  I  can  understand  those  statements  being  made,  but  I 
think  we  need  to  focus  on  what  we  need.  I  indicated  the  debate 
should  center  on  what  we  need  to  accomplish.  After  that,  we  can 
begin  to  think  about  financing  mechanisms. 

Mr.  Coyne.  Former  President  Reagan  used  to  be  quoted  as 
saying.  Government  is  the  problem  and  not  the  solution.  It  seems 
like  in  this  instance.  Government  has  an  opportunity  to  be  part  of 
the  solution,  and  I  can't  understand  the  rejection  of  any  involve- 
ment of  Government  participation  in  a  national  health  insurance. 

Dr.  Greenberger.  We  agree.  I  think  all  parties  should  be  sitting 
down  to  try  to  gain  consensus.  It  is  not  a  question  of  whether  the 
Government  is  going  to  be  involved,  it  is  a  question  of  how  the  Gov- 
ernment is  going  to  be  involved.  We  certainly  agree  with  that. 

Mr.  Coyne.  Thank  you. 
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Chairman  Stark.  Doctor,  thank  you. 

Let  me,  for  the  first  time  in  the  history  of  the  U.S.  Government's 
involvement  in  providing  medical  care,  see  if  you  and  I  can  estab- 
lish a  unique  moment  in  history,  having  a  certified  physician  and  a 
certified  liberal  Member  of  Congress  come  to  a  few  points  of  agree- 
ment on  what  we  ought  to  do. 

I  am  going  to  set  aside  the  issue  of  providing  the  highest  quality 
care  for  a  moment  and  suggest  we  turn  to  adequacy.  Adequate 
medical  care  I  would  define  as  saying  that  you  could  get  a  trans- 
plant done  by  a  heart  surgeon  who  made  $300,000  or  $400,000  a 
year,  instead  of  going  to  one  who  makes  $600,000. 

And  there  are  other  surgeons — at  least  a  half  dozen  in  the  coun- 
try— who  can  perform  this  service  quite  adequately.  We  don't  all 
have  to  have  a  superstar. 

First  of  all,  I  am  going  to  presume  that  in  your  career,  you  have 
worked  closely  with  hospital  administration  officials? 

Dr.  Greenberger.  Yes,  I  have. 

Chairman  Stark.  OK.  You  have  been  in  private  practice,  as  well 
as  in  academic  practice. 

Dr.  Greenberger.  I  have  a  practice  at  an  academic  health 
center.  I  look  after  perhaps  700  patients,  all  total. 

Chairman  Stark.  And  are  you  generally,  if  not  intimately,  famil- 
iar with  Medicare  and  how  it  affects  hospitals  and  physicians  and 
their  practice,  and  the  beneficiaries  of  the  system?  Is  that  fair? 

Dr.  Greenberger.  Yes,  I  am. 

Chairman  Stark.  I  guess  what  I  am  going  to  try  and  go  through 
here  are  your  points,  and  first  of  all,  to  suggest  that  there  is  prob- 
ably nothing  wrong  with  the  present  American  medical  care  deliv- 
ery system,  if  all  people  had  access  to  it  and  could  afford  it. 

Is  that  a  fair  statement? 

Dr.  Greenberger.  That  is  one  of  the  greatest  strengths  of  our 
system.  We  have  excellent  care  that  is  delivered  to  patients,  and 
we  have  outcomes  now — we  have  diagnostic  technology  and  treat- 
ments that  are  beyond  the  dreams  of  physicians  30  years  ago. 

We  can  provide  wonderful  care  to  patients  when  they  can  access 
the  system. 

Chairman  Stark.  So,  if  you  were  going  to  plan  a  system,  we 
could  probably  stipulate  that  we  ought  to  leave  the  delivery  system 
alone  for  now.  The  delivery  system  is  fine,  it  is  just  a  few  people 
that  can't  get  into  it.  Is  that  a  fair  assessment  of  where  we  are? 

Dr.  Greenberger.  I  want  to  hark  back  to  a  point  I  made  earlier. 
The  delivery  system  is  working  fine.  The  entry  system  is  obviously 
an  issue.  I  have  highlighted  the  need  for  systemic  reform.  We  have 
a  number  of  very  significant  administrative  burdens  that  are  af- 
fecting practicing  physicians  everywhere,  and  they  are  becoming 
dissatisfied  and  disillusioned,  and  they  are  the  very  strength  of  our 
system. 

I  think  not  only  is  there  an  access  issue,  but  that  access  issue  is 
impeding  on  their  very  function.  For  example,  in  my  practice,  I 
have  had  patients  I  have  looked  after  for  15  years,  and  their  em- 
ployers have  changed  their  insurance  coverage.  These  people  are 
without  insurance.  They  delay  in  seeking  my  services,  even  though 
I  assure  them  I  will  take  care  of  them. 
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The  access  issue  impinges  on  physicians'  practices  in  a  very  real 
way. 

Chairman  Stark.  I  guess  I  am  coming  back  to  the  Medicare 
system.  We  have  had  the  Medicare  system  since  1965,  and  I  am 
going  to  suggest  and  ask  if  you  would  agree,  that  on  balance,  the 
beneficiaries  are  pretty  happy  with  what  is  provided  with  Medi- 
care. 

Dr.  Greenberger.  I  think  they  are  happy  in  some  respects.  I 
think  they  are  concerned  with  some  of  the  administrative  burdens. 
I  can  cite  some  examples. 

Chairman  Stark.  I  am  talking  about  the  beneficiaries. 

Dr.  Greenberger.  I  would  still  like  to  cite  this  example,  because 
I  think  it  points  out  some  aspects  of  the  Medicare  system  that  are 
problems. 

I  couldn't  agree  to  the  assertion  that  the  Medicare  system  is  the 
ideal  system. 

Chairman  Stark.  No,  no,  but  name  a  better  one.  Blue  Cross  in 
Kansas?  Is  it  better? 
Dr.  Greenberger.  I  think  that  

Chairman  Stark.  Aetna,  Cigna — name  a  better  one  in  Kansas — I 
am  not  suggesting  they  all  can't  be  reformed,  but  I  am  trying  to 
establish  here  that  Medicare  is  a  system  that  works  OK. 

Dr.  Greenberger.  Medicare  is  a  system  that  works  OK  and  has 
significant  problems  that  we  can  come  back  and  talk  about,  if  you 
so  desire. 

Chairman  Stark.  I  am  really  not  trying  to  make  a  case  that 
Medicare  doesn't  need  a  lot  of  improvement.  We  already  know 
what  the  scope  of  the  benefits  are  under  Medicare  and  arguably, 
we  know  they  have  to  be  improved.  We  could  provide  first  dollar 
coverage,  one  would  suggest,  for  children  and  certainly  for  preg- 
nant women,  and  if  we  had  the  money  for  every  American  in  terms 
of  whatever  preventive  care  is  needed.  We  know  though  what  the 
benefits  are  under  Medicare. 

All  right.  There  are  uniform  minimum  benefits,  right?  OK.  The 
coverage  decisions  should  be  based  on  clinical  effectiveness.  Not  yet 
though.  Maybe  with  the  outcomes  research,  we  will  get  there,  but 
arguably,  there  is  no  insurance  program,  commercial  or  public, 
that  really  decides  what  benefits  would  be  provided  under  clinical 
effectiveness. 

Dr.  Greenberger.  I  think  there  are  some  broader  questions  here. 
We  live  in  an  era  of  high  technology,  and  one  of  the  things  we  have 
to  do  is  educate  both  physicians  and  patients  that  at  the  ends  of 
life,  where  things  get  very  costly,  just  because  it  is  available,  we 
shouldn't  necessarily  use  it,  especially  when  it  is  not  going  to  be 
effective. 

Each  week,  at  our  hospital,  we  see  patients  80  and  90  years  of 
age  who  are  in  intensive  care  units  that  are  costing  $2,000  a  day, 
and  I  would  assert  that  is  not  effective  use  of  our  resources. 

Chairman  Stark.  Doctor,  I  would,  too,  but  you  have  just  present- 
ed politics  with  an  issue  from  which  they  will  depart  with  all 
haste.  I  would  stipulate  that  it  should  go  on  in  every  district  except 
the  Ninth  District  of  the  State  of  California,  and  my  colleagues 
would  hasten  to  join  with  me. 
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You  have  touched  on  a  very,  very  sensitive  point,  and  I  am  going 
to  set  that  one  aside,  if  I  can. 

You  say  the  coverage  and  benefits  should  be  continuous  and  in- 
dependent of  place  of  residence  and  employment.  Medicare  fills  the 
bill.  Financing  should  be  adequate  to  eliminate  financial  barriers 
to  obtaining  needed  care.  If  that  were  provided  for  people  below 
twice  poverty,  as  Medicaid  does  now,  that  probably  would  cover  the 
spectrum. 

Dr.  Greenberger.  There  would  still  be  people  who  would  not 
want  to  be  in  a  position  to  pay  anything  out-of-pocket.  We  have  a 
problem  now.  We  would  estimate  there  may  be  1  million  Ameri- 
cans out  there  that  don't  have  health  insurance,  and  they  delay 
seeing  doctors,  and  we  don't  know  anything  about  them  because 
they  are  not  listed  on  the  rosters  of  showing  up  without  insurance. 

They  delay  because  they  anguish  over  their  inability  to  pay  any- 
thing. 

Chairman  Stark.  And  they  won't  go  and  apply  for  Medicaid? 
Dr.  Greenberger.  That  is  correct. 

Chairman  Stark.  Mechanisms  are  for  controlling  costs.  Argu- 
ably, they  are  in  Medicare.  Arguably,  they  are  contentious,  but 
they  are  there.  Medicare  has  a  whole  system  for  controlling  costs, 
whether  or  not  you  or  I  or  the  hospitals  like  it,  it  is  there.  Do  you 
agree  with  that? 

Dr.  Greenberger.  They  are  there,  but  one  can  question  the 
degree  of  their  effectiveness. 

Chairman  Stark.  There  is  no  question  about  that. 

Dr.  Greenberger.  Considering  the  absolute  cost  involved,  and 
the  college  has  tried  to  make  the  point  that  the  administrative 
costs  of  our  current  health  care  system  are  staggering.  If  you  look 
at  the  costs  from  physicians,  hospitals,  nursing  homes,  and  insur- 
ance carriers,  the  estimate  is  $120  billion,  an  amount  that  exceeds 
all  the  professional  fees. 

Chairman  Stark.  Doctor,  do  you  know  where  that  $120  billion 
comes  from?  A  single  payer.  I  don't  care  if  it  is  Blue  Cross  or  Medi- 
care. If  there  is  one  payer,  your  hospital  in  Kansas,  we  are  told, 
could  get  rid  of  one  employee  per  bed — how  many  beds  are  in  your 
hospital? 

Dr.  Greenberger.  500. 

Chairman  Stark.  You  have  200  clerical  people  sorting  out  insur- 
ance billing.  I  bet  you  have  at  least  that  many.  Am  I  close? 

Dr.  Greenberger.  I  don't  have  the  precise  numbers. 

Chairman  Stark.  The  point  is,  if  there  is  a  single  payer,  I  am 
talking  about  the  DRG-type  payments  for  everybody  that  comes 
into  your  hospital,  you  will  do  away  with  a  couple  of  hundred  cleri- 
cal jobs. 

You  multiply  that  by  1  million  hospital  beds,  and  I  will  come 
back  to  why  your  hospital  won't  go  broke  under  this  system  in  a 
minute. 

I  know  you  are  going  to  have  different  approaches  at  each  step  of 
the  way,  but  I  want  to  come  back  to  suggest  to  you  that  this  system 
is  at  least  complete,  and  I  want  to  get  you  to  focus  on  how  we  will 
pay  for  this.  Because  if  you  don't  want  Medicare  as  an  insurance 
system,  as  a  single  payer,  then  I  think  it  is  incumbent  on  us  to  de- 
velop a  system  we  can  all  deal  with. 
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Why  should  you  and  I  invent  new  systems?  We  can  improve  on 
the  ones  we  have.  I  have  no  quarrel  with  Blue  Cross-Blue  Shield.  I 
have  no  quarrel  with  Cigna.  I  have  no  quarrel  with  Aetna.  I  have 
no  quarrel  with  Medicare. 

Really,  I  think  you  get  as  few  complaints  about  Medicare  as  you 
do  about  Blue  Cross.  Why  not  take  one  of  them  and  improve  it,  and 
not  worry  a  lot  of  the  people.  Why  put  everybody  into  an  HMO?  A 
lot  of  your  colleagues  don't  want  to  practice  in  an  HMO.  As  long  as 
they  are  under  Medicare,  patients  could  still  choose  an  HMO,  they 
could  still  choose  a  hospital,  and  your  colleagues  could  still  choose 
to  go  to  work  in  private  practice,  or  into  a  group  practice. 

We  pay  them.  Arguably,  there  are  different  amounts.  I  guess 
what  I  am  coming  to  is  that  we  should  just  stipulate  that  every 
American  would  have  coverage,  and  it  would  be  provided  by  a 
social  program  as  opposed  to  an  employee-based  program.  We  could 
let  the  employers  pay  something,  but  why  should  we  have  to  identi- 
fy everybody's  attachment,  to  an  employer  to  get  them  into  a 
system? 

Who  deals  with  kids  if  there  is  a  divorce?  If  there  are  two  em- 
ployers, which  employer  pays  for  two  kids?  We  wrestled  with  that 
in  the  Pepper  Commission  to  the  point  that  we  were  going  to  do  it 
by  body  weight. 

The  simpler  solution,  it  seems  to  me,  is  that  we  all  ought  to  pay. 
The  social  costs  of  100  percent  access  on  the  acute  care  side  are 
zero.  Basically,  people  who  don't  get  covered  now  end  up  in  an 
emergency  room  or  need  higher  cost  care,  as  higher  risk  patients, 
and  we  all  pay  more  to  cover  them. 

I  just  want  to  end  by  complimenting  you  and  your  group  for  get- 
ting almost  to  the  end  of  the  problem.  Now,  I  am  going  to  tell  you 
it  is  going  to  cost  $60  billion  to  provide  coverage  for  acute  care. 

The  Pepper  Commission  came  up  with  fortification,  but  they  left 
out  the  $20  billion  employers  would  have  to  pay.  What  I  am  telling 
you  is  the  Pepper  Commission,  and  myself  and  Mr.  Coyne,  one  of 
the  original  cosponsors,  came  up  with  about  $60  billion  developing 
a  social  based  system  and  picking  up  everybody.  You  could  pay  for 
that  in  a  lot  of  ways,  and  that  is  going  to  be  the  tough  part  for  the 
public  to  swallow. 

The  other  $60  billion  of  what  I  am  proposing  is  long-term  care, 
and  that  is  something  that  is  new.  So,  I  hope  all  of  you  will  keep 
pushing  at  this,  because  I  gather  you  are  not  foreclosing  any  ap- 
proach to  solving  it,  but  also,  keep  reminding  us,  as  you  did,  Mr. 
Coyne,  that  there  is  a  problem,  and  it  does  cost  us  more. 

I  would  like  to  counter  Secretary  Sullivan.  He  says  Canada  has  a 
lot  of  waiting.  A  lot  of  rationing.  If  we  must  ration,  would  you 
rather  ration  by  income? 

Dr.  Greenberger.  We  would  rather  have  rationing,  because  the 
poor  can't  access  

Chairman  Stark.  Canada  rations,  as  I  understand  it,  clinically. 
The  doctor  decides,  a  person's  income  doesn't.  I  think  it  is  the  oppo- 
site in  this  country. 

Dr.  Greenberger.  I  think  this  is  one  of  the  education  jobs  we 
have  to  do  with  the  public,  whose  expectations  are  a  little  unrealis- 
tic in  terms  of  what  can  be  accomplished  in  the  future. 
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We  have  to  stress  with  our  rapidly  proliferating  costs,  the  contin- 
ued high  technology,  and  the  appropriate  allocation  of  resources, 
there  inevitably  has  to  be  some  rationing. 

Chairman  Stark.  Actually,  I  will  spot  you  the  costs.  I  am  not 
sure  I  feel  indignant  spending  12  percent  of  our  gross  national 
product,  although  Canada  is  only  spending  8,  if  everybody  could 
participate. 

So,  we  spend  $600  billion,  but  then  let's  enjoy  it,  everybody.  You 
know,  not  just  Donald  Trump,  but  let's  all  have  long-term  care. 
Let's  spend  $700  billion,  but  then  let's  get  everybody  into  the 
system. 

I  would  rather  start  that  way  than  say,  let's  cut  $100  billion  out 
of  this  system,  when  we  haven't  even  got  this  $30  million  in.  I  am 
not  so  sure  we  won't  always  be  a  high-cost  country. 

Innovation  costs  money,  research  and  pharmaceuticals  cost 
money.  Maybe  that  is  part  of  it,  but  for  what  we  have  got  let's  get 
everybody  else  in  there.  I  will  let  some  of  my  colleagues  ask  ques- 
tions. 

Mr.  Moody. 

Mr.  Moody.  I  was  just  enjoying  the  dialog  between  my  chairman 
and  our  witness.  And  i  want  to  say  that  I  agree  with  the  comments 
of  the  chairman  and  I  also  appreciate  your  views  Dr.  Greenberger 
and  thank  you  for  being  here. 

Chairman  Stark.  Mr.  Cardin. 

Mr.  Cardin.  Thank  you,  Mr.  Chairman. 

I  want  to  compliment  the  witness  on  a  very  comprehensive  state- 
ment before  our  committee. 

I  would  like  to  follow  up  on  one  statement.  You  indicate  there 
should  be  incentives  for  patients  to  obtain  and  for  health  providers 
to  deliver  health  care  services  in  a  cost-effective  manner. 

We  have  had  managed  care.  We  have  had  caps.  We  have  had 
peer  review,  all  in  an  effort  to  carry  out  that  objective.  Do  you 
have  any  other  specific  suggestions  that  we  should  look  at  in  order 
to  offer  those  incentives  to  patients  and  health  care  providers  to 
provide  a  more  cost-effective  system? 

Dr.  Greenberger.  That  is  a  very  complex  question.  It  requires  a 
detailed  answer.  I  think  it  begins  with  enhancement  education, 
education  as  to  the  realities  and  practice  of  medicine  these  days, 
and  costs. 

It  relates  to  the  development  of  practice  parameters  and  guide- 
lines, which  will  further  allow  physicians  to  provide  rational  care 
for  their  patients.  It  should  deal  with  reducing  malpractice  costs. 

I  think  all  of  these  are  interrelated,  and  I  think  they  can  be 
dealt  with.  I  think  the  costs  are  out  of  control.  One  of  the  places  to 
look  are  at  the  administrative  costs,  which  are  inordinately  high. 

Mr.  Cardin.  Educating  the  consumer;  talk  a  little  bit  more  about 
that.  How  do  you  think  a  consumer  of  health  goods  could  make 
more  cost-effective  decisions? 

Dr.  Greenberger.  I  think  the  practitioners  of  medicine  have  an 
obligation  to  present  to  their  patient  at  all  times  specific  recom- 
mendations for  healthier  lifestyles.  We  are  talking  about  stopping 
smoking  cigarettes,  keep  your  cholesterol  down. 

A  lot  of  physicians'  organizations,  including  ours,  have  health 
newsletters  we  are  putting  in  doctors'  offices  with  the  hope  and  ex- 
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pectation  they  are  going  to  give  those  to  their  patients  and  talk 
with  them  about  those  things. 

I  would  assert  an  insufficient  number  of  physicians  actually  take 
the  time  to  talk  to  their  patients  about  these  very,  very  important 
issues  and  explain  the  system  to  them. 

Mr.  Cardin.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Chairman  Stark.  Mr.  Moody. 

Mr.  Moody.  I  would  like  to  follow  up  a  little  bit  on  the  issue  of 
cost  effectiveness.  You  provide  a  useful  framework  for  us  to  discuss 
this  issue  using  that  framework  as  long  as  the  net  benefit  of  a  pro- 
cedure exceeds  the  net  cost,  how  will  we  ever  get  people  to  make 
cost-effective  tradeoffs?  How  do  we  get  people  to  take  cost  into  ac- 
count when  a  procedure  is  beneficial,  even  if  that  procedure  is  not 
the  most  cost-effective? 

As  long  as  a  procedure  holds  out  any  hope  of  relief,  people  are 
going  to  be  asking  for  it.  How  does  a  doctor  say,  no,  no,  no,  that 
procedure  has  a  20-percent  chance  of  being  effective  and  80  percent 
of  the  time  the  money,  the  cost  and  resources  are  being  wasted. 
How  do  you  tell  that  to  a  patient? 

Dr.  Greenberger.  I  think,  again,  with  proper  education  you  have 
an  opportunity  to  do  that.  I  think  increasingly,  physicians  are  obli- 
gated these  days  before  they  make  recommendations  to  have  a 
clear  understanding  of  the  utility  of  a  diagnostic  test.  What  is  its 
sensitivity,  what  is  its  specificity,  what  is  the  likelihood  of  it  pro- 
viding the  information  that  is  needed. 

As  this  process  becomes  more  fully  developed  and  patients  par- 
ticipate in  that,  I  think  the  physician  is  going  to  have  to  take  the 
lead  role  when  patients  come  in  our  offices  every  day  and  say,  and 
ask  why  can't  I  have  a  C.T.  scan  or  MRI,  because  they  are  knowl- 
edgeable. 

They  watch  Lifetime  Medical  Television.  They  will  contest  to 
some  extent  physicians'  recommendations.  Physicians  have  to  be 
armed  with  the  appropriate  information,  and  believe  in  the  utility 
of  procedures  and  make  these  important  decisions. 

I  think  if  there  are  parameters  spelled  out  for  the  appropriate 
use  of  this  high  technology,  I  think  we  can  make  inroads  in  this 
very  important  problem. 

Mr.  Moody.  Let's  take  prostate  problems.  There  may  be  prescrip- 
tion drug  treatments  or  there  may  be  surgical  treatments  as  op- 
tions, one  or  the  other.  I  guess  what  I  hear  you  say  is  that  doctors 
could  tell  the  patient,  "If  we  do  surgery,  these  are  the  pluses  and 
minuses.  If  we  try  medication  these  are  the  pluses  and  minuses. 
Are  you  saying  the  decision  should  be  in  the  hands  of  patient? 

Dr.  Greenberger.  I  think  the  physician  has  to  be  in  a  position  to 
make  an  appropriate  recommendation.  The  patient  has  to  be  in- 
formed of  the  options  and  the  expected  benefits,  and  the  expected 
liabilities. 

Chairman  Stark.  Will  the  gentleman  yield? 
Mr.  Moody.  Yes. 

Chairman  Stark.  Are  there  any  circumstances  in  the  scenario 
just  suggested  by  my  colleague  from  Wisconsin  in  which  the  deci- 
sion ought  to  be  made  on  the  basis  of  cost? 
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Dr.  Greenberger.  No.  I  think  we  are  talking  about  utility,  and  I 
think  one  of  the  key  issues  here  is  to  look  at  some  of  these  proce- 
dures that  are  overpriced. 

Chairman  Stark.  I  agree  with  you. 

Dr.  Greenberger.  That  does  not  become  the  issue. 

Mr.  Moody.  You  have  two  things  going  on  simultaneously.  In 
choosing  between  treatment  regimes,  you  have  nonmonetary  costs, 
that  is,  there  may  be  some  negative  side  effects  associated  with 
treatment  regime,  and  there  are  probabilities  associated  with  those 
side  effects. 

You  never  know  100  percent  for  certain,  but  you  have  experi- 
ence. So  you  have  the  nonmonetary  consideration.  Then  of  course, 
you  have  the  monetary  costs.  Do  you  try  to  weigh  the  cost  of  bene- 
fits of  treatment  A  versus  treatment  B?  Are  you  suggesting  that 
after  the  recommendation,  the  patient  should  make  the  ultimate 
choice? 

Dr.  Greenberger.  I  didn't  say  that.  I  said  the  patient  should  par- 
ticipate in  the  decisionmaking.  Many  patients  these  days  want  to 
know  the  pros  and  cons  of  doing  A,  B,  C,  or  D,  and  I  think  the  phy- 
sician is  obligated  to  go  through  that  information  with  them. 

The  physician  ultimately  will  make  the  recommendation  to 
them.  Most  of  the  recommendations  will  be  accepted  by  the  patient 
involved. 

Mr.  Moody.  In  some  cases,  you  might  have  a  choice  between 
more  aggressive  treatment  regime  or  a  less  aggressive  one.  Those 
are  decisions  the  patient  should  be  brought  in  on.  You  say  it  should 
be  a  consensus  process  with  the  patient  and  doctor,  a  joint  deci- 
sion? 

Dr.  Greenberger.  Yes,  sir. 

Mr.  Moody.  On  the  other  side  of  the  ledger,  when  you  don't  have 
nonmonetary  costs  to  consider,  and  procedure  A  costs  10  times 
more  than  procedure  B,  but  is  only  twice  as  likely  to  be  of  more 
benefit,  then  do  we  let  that  be  a  consideration?  Isn't  that  inevitably 
a  relative  calculation? 

Dr.  Greenberger.  I  think  the  vast  and  overwhelming  majority  of 
physicians  would  go  with  the  best  procedure  for  the  patient. 

Mr.  Moody.  Irrespective  of  cost? 

Dr.  Greenberger.  Yes. 

Mr.  Moody.  Doesn't  universal  coverage  almost  always  inevitably 
result  in  some  sort  of  cost  considerations? 

Dr.  Greenberger.  You  look  at  colon  cancer,  and  you  look  at  a 
barium  enema,  which  costs  $250,  or  colonoscopies,  $500.  The  colon- 
oscopy is  the  better  procedure,  period.  Therefore,  it  should  be  the 
primary  means  that  is  employed.  In  other  countries,  there  might 
be  a  differential,  but  they  would  make  the  decision  the  same  way. 

Mr.  Moody.  Let's  suppose  the  colonoscopy  costs  20  times  as 
much,  but  is  only  twice  as  likely  to  be  effective,  so  the  cost-benefit 
ratio  was  not  as  good  in  a  statistical  sense.  For  a  given  individual, 
like  hitting  bingo,  it  might  be  the  perfect  answer. 

Does  the  doctor  or  society  have  the  right  to  tilt  the  choice- 
making  playing  field  here  towards  the  more  cost-effective? 

Dr.  Greenberger.  Yes.  I  think  that  is  one  of  the  reasons  we  need 
more  of  the  research  into  the  effectiveness  of  various  treatments 
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and  diagnostic  tests,  what  have  you,  so  these  questions  can  be  an- 
swered much  more  clearly. 

Mr.  Moody.  You  think  cost  is  relevant  at  some  point? 

Dr.  Greenberger.  I  believe  cost  is  relevant  at  some  point,  a  part 
of  the  equation. 

Mr.  Moody.  OK.  That  is  very  important.  Some  say  that  it's  the 
camel's  nose  under  the  tent  to  say  yes  to  that  question.  There  are 
some  people  who  feel  cost  should  never  be  relevant.  In  a  universal 
system,  you  inevitably  come  around  meeting  yourself  where  it  has 
to  be  relevant.  Everyone  doesn't  always  get  the  Rolls-Royce  model. 
Right. 

How  we  confront  the  problem  of  telling  Mrs.  Jones  she  can't 
have  the  Rolls-Royce  is  the  tough  issue.  I  guess  some  universal  sys- 
tems in  England  or  elsewhere  handle  it  differently  than  others,  but 
we  have  to  face  that. 

Dr.  Greenberger.  We  are  facing  that  already. 

Mr.  Moody.  Implicitly  facing  it,  but  not  explicitly  facing  it. 
Thank  you. 

Chairman  Stark.  Doctor,  before  we  let  you  go,  I  just  wanted  to 
follow  up  a  little  bit. 

When  you  talk  about  the  beneficiaries  of  these  plans  having  vari- 
ous incentives,  do  you  leave  out  of  that  the  idea  that  they  ought  to 
be  forced  to  shop  for  a  test  or  a  surgeon  or  an  anesthesiologist? 

I  always  take  up  the  position  that  the  patient  really  doesn't  have 
the  expertise  at  the  time  those  decisions  have  to  be  made,  and  isn't 
in  the  frame  of  mind  to  say  to  the  primary  physician,  can  you  get 
three  bids  before  I  take  the  blood  test?  I  don't  think  you  mean  to 
suggest  that  people  would  use  less  medical  services  if  we  just  raised 
their  20  percent  to  23  percent  or  something  of  that  nature. 

I  am  not  suggesting  that  is  a  great  area  for  savings.  Would  you 
concur? 

Dr.  Greenberger.  I  concur. 

Chairman  Stark.  At  the  moment  you  are  making  the  decision, 
when  somebody  has  mentioned  the  word  "cancer,"  or  heart  attack, 
everything  you  learned  when  you  got  that  economics  Ph.D.  goes 
out  the  window.  You  just  say,  ''Oh,  my  God,  I  hope  it  doesn't  hurt." 

In  the  aggregate,  I  would  concur,  but  individually,  I  would  say 
we  are  as  scared  of  that  as  the  next  guy. 

Mr.  Moody.  We  are  talking  many  different  things:  life-threaten- 
ing diseases,  a  sprained  ankle  and  other  things.  By  the  way,  Mr. 
Chairman,  when  you  referred  to  behavior  issues,  when  you  referred 
to  substance  abuse,  I  assume  you  were  not  referring  to  beer. 

Chairman  Stark.  Right. 

Dr.  Greenberger,  thank  you  very  much.  We  look  forward  to 
having  the  American  College  of  Physicians,  who  have  done  a  won- 
derful job,  working  with  us  on  the  benefit  question  and  the  delivery 
question  and  coming  back  next  year  or  later  this  year  with  their 
outline  of  how  we  are  going  to  pay  for  this.  That  is  the  second 
chapter. 

We  look  forward  to  it  with  bated  breath. 

Mr.  Pickle,  I  am  sorry.  Dr.  Greenberger,  would  you  hold  on  a 
minute? 

Mr.  Pickle.  All  I  would  say.  Dr.  Greenberger,  while  I  wasn't  here 
to  hear  your  testimony,  I  have  read  it  and  looked  it  over,  and  I 
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commend  you  for  your  positive  attitude.  You  and  your  organization 
recognize  that  we  have  got  to  have  access  to  health  care.  Somehow, 
millions  of  people  are  not  being  covered. 

We  need  to  get  them  under  the  umbrella  some  way,  and  at  least 
your  organization  is  trying  to  develop  a  plan.  While  the  committee 
may  not  agree  with  your  approach  or  even  the  chairman's  ap- 
proach, at  least  you  have  given  an  indication  as  a  professional 
group  and  as  individuals,  you  think  something  ought  to  be  done 
about  it. 

I  commend  you  for  your  testimony. 
Chairman  Stark.  Thank  you,  Doctor. 

Now  we  are  going  to  have  a  panel  of  three  witnesses  represent- 
ing three  groups  who  also  think  that  something  must  be  done,  and 
we  are  going  to  hear  from  our  former  associate,  Paul  Rettig,  who  is 
the  executive  vice  president  of  the  American  Hospital  Association; 
Edward  J.  Foley,  chairman  of  the  board.  National  Association  of 
Public  Hospitals;  and  Sister  Mary  Roch  Rocklage,  R.S.M.,  former 
chairperson.  Catholic  Health  Association,  and  presently  chairper- 
son, Select  Committee  on  Indigent  Care. 

It  is  my  understanding  each  of  the  witnesses'  organizations  are 
concerned  with  the  access,  coverage  and  cost  of  health  care.  Some 
may  have  a  complete  program  to  suggest  and  some  may  tell  us  how 
far  down  the  road  they  are  toward  achieving  a  program  which  they 
would  like  to  submit  to  us. 

I  am  pleased  to  have  all  three  of  the  witnesses  here.  We  will 
start  with  Paul,  if  you  would  like  to  lead  off. 

STATEMENT  OF  PAUL  C.  RETTIG,  EXECUTIVE  VICE  PRESIDENT, 
AMERICAN  HOSPITAL  ASSOCIATION 

Mr.  Rettig.  Thank  you,  Mr.  Chairman. 

I  am  pleased  to  be  here  on  behalf  of  the  American  Hospital  Asso- 
ciation to  discuss  ways  to  address  the  growing  need  for  reform  of 
the  health  insurance  system.  I  would  like  to  commend  the  subcom- 
mittee and  the  chairman  for  exploring  this  subject. 

We  know  you  are  as  eager  as  we  are  to  work  for  reform  of  health 
care  and  financing  arrangements,  and  we  look  forward  to  working 
with  you. 

As  has  been  already  said,  the  need  for  reform  is  clear,  illustrated 
first  and  foremost  by  the  37  million  uninsured.  Hospitals  are  well- 
acquainted  with  this  problem.  We  see  these  problems,  in  emergen- 
cy rooms  for  example,  where  mothers  come  to  deliver  babies,  but 
not  to  receive  prenatal  care,  or  people  come  to  emergency  rooms 
with  serious  illnesses  that  could  have  been  treated  less  expensively 
earlier. 

So  we  clearly  are  in  favor  of  reform  and  do  have  a  existing  posi- 
tion that  I  will  talk  about  briefly. 

We  also  have  under  way  a  more  elaborate  examination  of  system 
reform  that  will  probably  not  be  completed  until  the  end  of  this 
year. 

The  problem,  as  we  see  it,  is  associated  with  the  erosion  of  the 
traditional  link  between  employment  and  insurance.  That  system 
is  breaking  down  and  weakening  in  various  ways.  The  Medicaid 
program  is  deteriorating  in  terms  of  its  coverage. 
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A  growing  number  of  people  living  in  poverty  are  uninsured,  and 
there  is  inadequate  private  insurance  or  Government-sponsored 
coverage  of  long-term  care.  So,  under  our  current  position,  we  sup- 
port combining  Federal  mandates  and  tax  incentives  and  other  sub- 
sidies to  make  employer-provided  insurance  available  to  all  work- 
ers and  their  families,  and  reforming  Medicaid  eligibility  policies, 
enrollment  incentives,  and  financial  reimbursement,  to  help  the 
Federal  Government  meet  its  obligations  to  those  who  cannot 
afford  insurance. 

And,  third,  we  encourage  public-  and  private-sector  sharing  of 
the  responsibility  to  assist  Americans  in  providing  for  their  long- 
term  care  and  needs. 

Let  me  speak  briefly  about  the  current  position  of  the  association 
as  it  relates  to  the  mandated  benefits.  We  have  criteria  that  we 
think  should  be  met  by  in  any  such  plan.  We  believe  all  employers 
should  be  included,  although  there  may  be  a  need  to  phase  in  the 
requirements.  We  think  all  employees  should  be  covered,  and  their 
dependents. 

We  believe  coverage  should  be  provided  for  reasonable  and  neces- 
sary acute  care,  prenatal  and  well-baby  care,  preventive  care  serv- 
ices that  prove  cost-effective,  and  out-of-pocket  expenditures  with 
reasonable  limits  should  be  allowed. 

We  believe  employers  should  make  a  significant  contribution 
toward  the  premium  cost.  We  believe  the  public  and  private  sectors 
should  work  together  to  make  risk  pooling  arrangements  available 
so  private  insurance  would  work  better. 

As  already  stated,  we  believe  there  may  be  a  need  to  phase  in 
the  requirements  and  to  provide  special  tax  incentives  or  special 
hardship  funds  for  employers  with  certain  characteristics. 

Finally,  we  believe  employees  of  noncomplying  employers  should 
be  enrolled  in  an  appropriate  State-offered  plan,  and  the  employer 
assessed  a  fee  to  cover  the  premium  plus  a  penalty. 

In  other  words,  our  current  position  supports  a  pay  or  play  kind 
of  approach.  In  terms  of  Medicaid  reforms,  as  stated,  we  believe 
there  are  too  many  poor  people  not  covered  by  Medicaid  and  too 
often,  needed  services  are  not  included. 

Much  too  often.  Government  payment  for  covered  services  for 
those  who  are  eligible  falls  below  cost.  So,  there  is  need  for  Medic- 
aid reform.  In  the  long  term,  our  recommendation  is  that  a  federal- 
ly financed  Medicaid  program  be  expanded  and  revised,  and  be  or- 
ganized into  separately  administered  programs  with  three  distinct 
parts. 

One  part  for  those  who  are  not  eligible  for  Medicare — acute  care 
coverage  for  these  people.  A  second  part,  for  people  who  are  Medi- 
care beneficiaries  and  have  financial  needs — supplementary  acute 
care  coverage.  Third,  long-term  care  coverage  for  low-income  indi- 
viduals. 

Medicaid  should  be  decoupled  from  cash  assistance  programs, 
and  there  should  be  uniform  eligibility  and  coverage  standards. 
That  is  sort  of  in  the  intermediate  long-term  range. 

As  for  immediate  incremental  improvements,  we  have  a  series  of 
recommendations,  some  of  which  I  will  just  list,  which  include: 
minimum  payment  adjustment  for  Medicaid  disproportionate  share 
payments;  prohibiting  application  of  an  upper  limits  test  on  pay- 
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ment;  prohibiting  fixed  durational  limits  for  medically  necessary 
hospital  services;  extending  the  current  disproportionate  share  ad- 
justments to  outpatient  services.  A  phasein  of  a  national  minimum 
eligibility  floor;  and  a  phasein  of  coverage  of  pregnant  women,  in- 
fants and  children  up  to  85  percent  of  poverty. 

We  also  encourage  a  congressionally  mandated  study  on  inad- 
equacy and  inequity  of  Medicaid  hospital  payments. 

In  the  area  of  long-term  care,  we  recommend  a  system  of  com- 
bined private  and  public  funding  that  encourages  individuals  to 
provide  for  their  own  long-term  care  as  much  as  possible,  ensuring 
access  to  needed  long-term  care  when  individual  resources  are  in- 
adequate. 

We  have  specific,  more  detailed  recommendations  in  our  state- 
ment. 

As  to  the  matter  of  financing,  which  the  chairman  has  pointed 
out  is  important  for  people  to  speak  to,  our  view  is  that  the  private 
sector  initiatives  should  be  funded  through  premiums  paid  by  both 
employees  and  employers,  and  the  public  sector  initiative  should  be 
funded  through  a  combination  of  broadly  based  taxes  and  premi- 
ums. The  principal  source  of  funding  for  public  sector  programs 
would  be  higher  taxes. 

That  summarizes  where  we  are  so  far,  before  we  undergo  a  fur- 
ther assessment  of  the  future  of  health  care.  We  are  attempting  a 
kind  of  bottom-up  decisionmaking  exercise  within  the  hospital  com- 
munity; which  means  that  our  regional  policy  boards  are  each  look- 
ing at  a  whole  series  of  issues,  and,  in  an  incremental  way,  we  are 
working  our  way  through  a  series  of  principles  and  recommenda- 
tions. 

As  the  process  goes  on,  we  will  begin  to  be  more  specific  and  we 
hope  a  detailed  plan  will  take  shape.  We  are  not  able  yet  to  tell 
you  what  that  will  be.  I  want  to  speak  briefly  now  about  several 
reform  criteria  which  the  exercise  so  far  has  developed. 

Let  me  go  through  them  quickly.  There  are  nine  of  them.  We 
think  these  are  criteria  by  which  any  plan  ought  to  be  judged,  and 
which  we  hope  any  plan  would  in  fact  meet. 

First,  essential  services  should  be  available  to  all,  that  is  the 
access  issue,  and  we  believe  it  is  important  essentially  that  there 
be  universal  access — to  be  to  at  least  basic  health  care  services. 

Defining  ''basic" — what  is  the  minimum  we  think  everybody 
should  have  available — is  a  difficult  problem  which  we  are  working 
on.  We  will  probably  argue  with  each  other  a  good  bit  before  we 
have  any  specific  recommendation  on  that. 

Of  course,  we  believe  that  the  system  should  be  one  organized  in 
terms  of  its  delivery  arrangements  and  its  financial  arrange- 
ments— that  promotes  high  quality  of  care.  That  has  various  as- 
pects, including  the  payment  and  provision  of  effective  care  only, 
and  a  notion  of  cost-effectiveness. 

We  believe  the  system  should  be  adequately  and  fairly  financed. 
That  means  both  the  payments  should  be  adequate  and  the  finan- 
cial burden  should  be  distributed  in  a  fair  way  across  society. 

We  believe  the  system  should  be  affordable,  meaning  people 
should  be  able  to  choose  what  level  of  expenditures  and  how  rich  a 
benefit  package  they  want  to  have  and  are  willing  to  pay  for. 
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We  also  believe  that  in  public  programs — should  there  be  a  need 
to  limit  the  scope  and  size  and  cost  of  what  they  are  paying  for — it 
should  be  explicit  in  terms  of  restricting  benefits  or  restricting 
choice  of  provider,  rather  than  just  spreading  the  restriction  of  fi- 
nancial resources  in  a  diffuse  kind  of  way  so  nobody  is  responsible. 

We  want  to  encourage  efficient  delivery  of  services.  We  believe 
the  system  should  be  one  that  is  community-focused  and  patient- 
centered,  managed  at  the  local  level,  responsive  to  individual  pa- 
tient and  consumer  needs,  and  that  fosters  appropriate  expecta- 
tions for  care.  That  is  a  notion  that  was  mentioned  earlier  today. 

We  believe  in  terms  of  supply  that  it  should  be  sufficient  for 
timely  access.  That  means  the  system  should  be  one  that  encour- 
ages preventive  services  where  these  are  valuable,  rather  than 
waiting  until  a  condition  develops  and  trying  to  treat  it;  And  simi- 
larly, that  recognizes  that  there  is  a  time  in  which  services  ought 
to  be  provided  and  if  there  is  a  delay,  this  may  be  inappropriate.  So 
we  think  timely  access  is  important. 

We  have  a  criterion  we  call  user-friendly,  kind  of  a  catch-all  to 
respond  to  the  kinds  of  concerns  that  people  have  with  the  insur- 
ance and  payment  system  today,  in  which  people  get  confused 
about  what  is  covered,  and  how  to  apply  for  it.  Providers  are  con- 
fused about  the  requirements  that  will  be  imposed  on  them,  and  an 
objective  is  to  make  this  user-friendly  for  all  parties. 

And,  finally,  we  believe  the  system  should  in  some  way  be  condu- 
cive to  innovation,  not  limiting  new  developments  and  effective 
methods  of  treatment.  That  is  where  we  are  at  the  moment. 

We  do  believe  significant  reform  is  called  for.  We  have  a  current 
position  which  we  are  not  ashamed  of  at  all.  We  are  trying  to  think 
more  deeply  on  what  further  changes  may  be  necessary. 

We  look  forward  to  working  with  the  committee.  Thank  you. 

[The  statement  of  Mr.  Rettig  follows:] 


29 


American  Hospital  Association 


Capitol  Place,  Building  »3 
50  F  Street,  N  W 
Suite  1 100 

Washington.  D  C  20001 
Telephone  202  638-1 100 
F,A.\  .\0  202  626-2345 


Statement 
of  the 

American  Hospital  Association 
before  the 
Subcommittee  on  Health 
of  the 

Committee  on  Ways  and  Means 
of  the 

United  States  House  of  Representatives 


July  24,  1990 


SUMMARY 

The  growing  number  of  uninsured  and  underinsured  Americans  presents  a  major 
challenge  to  private-  and  public-sector  health  policymakers.     The  problem  has 

its  origins  in: 

The  erosion  of  the  traditional  link  between  employment  and  insurance; 
The  recent  deterioration  of  the  Medicaid  program;  and 

The  inadequacy  of  private  insurance  for  or  government -sponsored  coverage  of 
long-term  care. 

This  crisis  calls  for  immediate,  strong  action  from  both  the  public  and 
private  sectors.     For  the  short  term,  the  American  Hospital  Association  (AHA) 
recommends : 

Combining  federal  mandates  and  tax  incentives  and  other  subsidies  to  make 
employer-provided  insurance  available  to  all  workers; 

Reforming  Medicaid  eligibility  policy,  enrollment  incentives,  financing  and 
reimbursement,  and  service  coverage  to  help  the  federal  government  meet  its 
obligations  to  those  who  cannot  afford  insurance; 

Encouraging  a  public-  and  private -sector  sharing  of  responsibility  to  assist 
Americans  in  providing  for  their  long-term  care  needs;  and 

Funding  these  initiatives  through  employer-  and  employee-paid  premiums 
and  broadly  based  taxes . 

For  the  long  term,   the  AHA  is  developing  a  National  Health  Care  Strategy  to 
identify  the  problems  with  and  make  suggestions  for  the  reform  of  the  health 
care  delivery  system.     We  have  identified  key  criteria  against  which  any 
reform  proposal  can  and  should  be  measured. 


INTRODUCTION 

Mr.  Chairman,  I  am  Paul  C.  Rettig,  executive  vice  president  of  the  American 
Hospital  Association.     I  am  pleased  to  have  the  opportunity  to  be  here  today 
on  behalf  of  the  AHA' s  nearly  5,500  member  institutions  and  more  than  48,000 
personal  members  to  discuss  ways  to  address  the  growing  need  for  reform  of  the 
health  insurance  system. 
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The  need  for  health  insurance  reform  is  clear.     Nationally,  37  million 
Americans  are  medically  uninsured,  millions  more  are  underinsured,  and  the 
number  of  medically  indigent  grows  every  year,   in  good  economic  times  as  well 
as  bad.     Hospitals  strain  to  meet  the  needs  of  the  medically  indigent,  with 
the  current  bill  for  indigent  care  services  topping  $8  billion  annually. 
Although  the  uninsured  eventually  receive  care,  they  tend  to  seek  too  little 
care,   too  late.     They  come  to  hospitals  to  deliver  their  babies,  but  not  to 
receive  prenatal  care;  and  they  come  to  emergency  rooms  with  serious  illnesses 
that  could  have  been  treated  less  expensively  a  year  sooner.  •  They  come  to  us 
after  they  have  depleted  their  few  economic  resources  to  pay  for  care,  thereby 
assuring  that  they  will  have  no  resources  to  recover  from  the  financial 
devastation  of  illness. 

Much  of  the  rise  in  the  number  of  uninsured  has  been  caused  by  the  recent 
deterioration  of  Medicaid  coverage.     Medicaid  covers  less  than  40  percent  of 
the  poor  population;  a  decade  ago  it  covered  65  percent.     But  much  of  the 
problem  of  medical  indigence  also  stems  from  the  erosion  of  the  traditional 
link  between  work  and  insurance;  employers  have  been  covering  a  shrinking 
proportion  of  workers  and  their  families. 

For  this  reason,  AHA' s  Special  Committee  on  Care  for  the  Indigent  concluded 
that  an  enduring  solution  to  the  problem  of  medical  indigence  will  require 
initiatives  by  both  the  public  and  private  sectors  to: 

Reduce  the  size  of  the  medically  indigent  population  through  private 
health  insurance;  and 

Finance  care  for  the  medically  indigent  who  are  unable  to  obtain 
private  insurance  through  restructured  and  extended  public  programs. 

Another  dimension  of  the  health  care  access  problem  is  long-term  care  as  it 
relates  to  the  elderly,  the  disabled,  and  the  chronically  ill.     With  the 
repeal  of  the  Medicare  Catastrophic  Coverage  Act,  the  problem  of  financing 
long-term  care  only  looms  larger.     The  responsibility  for  its  solution  must  be 
shared  by  all:     individuals,   the  private  sector,  and  state  and  federal 
governments . 

HEALTH  INSURANCE  COVERAGE  OF  THE  EMPLOYED 

The  U.S.  health  insurance  system  is  currently  built  on  employer -provided 
insurance.     About  85  percent  of  the  191  million  privately  insured  Americans 
now  receive  insurance  through  the  workplace;  federal  and  state  tax  policies 
clearly  support  this  pattern.     In  1982,  federal  and  state  governments  provided 
a  $31  billion  subsidy  of  the  privately  insured  through  exclusion  of 
employer-paid  health  insurance  from  the  taxable  income  of  employees. 
Nevertheless,  nearly  88  percent  of  the  uninsured  were  either  themselves 
workers  or  lived  in  families  of  workers. 

Ideally,  AHA  would  prefer  to  rely  on  strong  economic  incentives  and  joint 
private -/public -sector  action  to  induce  employers  to  offer  insurance  to  their 
employees.     But  these  are  no  longer  enough.     The  growing  "crack"  in  the 
private  and  public  insurance  system  has  now  become  an  abyss.     This  crisis 
calls  for  immediate,  strong  action  from  public  programs  and  the  private 
sector . 

There  is  considerable  logic  in  extending  coverage  to  many  of  these  people  by 
building  on  the  existing  system.     The  key  policy  question  is  how.  Two 
approaches  have  been  suggested:     the  use  of  mandates  and  the  use  of  tax 
supports,  public  subsidies,  and  other  incentives.     Both  approaches  are 
necessary . 

For  a  mandated  approach  to  work,  employers  must  have  the  tools  to  comply.  A 
workable  mandated  approach  will  require  carefully  defined  mandates  to  minimize 
economic  dislocations.     Essential  elements  of  a  workable  mandate  are: 

All  employers  should  be  included,  although  the  time  frames  and 
mechanisms  for  implementation  may  vary  depending  on  the  business' s  size 
and  stage  of  development  and  the  problems  experienced  by  small 
employers  or  those  that  are  financially  distressed. 

All  employees  (except  temporary  employees)  and  their  dependents  should 
be  covered. 
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Mandated  insurance  should  cover  all  expenses  (other  than  required  cost 
sharing)   for  "reasonable  and  medically  necessary"  acute  care,  including 
acute  psychiatric  and  rehabilitative  care,  prenatal  and  well  baby  care, 
and  any  other  preventive  care  services  that  are  proved  cost-effective. 
The  mandate  should  allow  out-of-pocket  expenditures  up  to  a  specified, 
indexed  dollar  amount  per  year. 

Employers  should  make  a  significant  contribution  (at  least  50  percent) 
to  the  premium,  with  the  contribution  prorated  for  part-time  permanent 
employees  based  on  the  nximber  of  hours  worked. 

The  public  sector  should  work  with  the  private  sector  to  assure  that 
affordable  insurance  is  available  through  risk-pooling  arrangements. 
To  provide  time  for  the  development  of  these  mechanisms,  the  mandate 
should  be  phased  in  over  a  period  of  no  more  than  five  years  and  should 
be  combined  with  special  tax  incentives  and/or  the  use  of  special 
hardship  funds  to  ease  the  burden  for  employers  who,  because  of  their 
size  or  financial  status,  might  find  compliance  particularly  difficult. 

Employees  of  non-complying  employers  would  be  enrolled  in  an 
appropriate  state-offered  plan,  and  the  employer  would  be  assessed  a 
fee  to  cover  the  premiums  plus  a  penalty. 

States  should  retain  authority  to  regulate  insurance,  and  may  require 
insurers  to  offer  additional  benefits,  but  would  not  be  permitted  to 
require  employers  or  employees  to  buy  them. 

AHA  supports  the  concept  of  federally  mandated  health  insurance  coupled  with 
incentives  to  ease  the  burden  of  compliance,  as  embraced  by  The  Basic  Health 
Benefits  for  All  Americans  Act  (S . 768/H.R. 1845) .     Insurance  should  be  a 
requirement  for  doing  business,  in  much  the  same  way  that  paying  a  "minimum 
wage"  is  a  condition  of  doing  business  in  the  United  States.     Although  some 
have  opposed  mandates  on  the  grounds  that  they  would  impose  a  substantial 
burden  on  business,  it  must  be  recognized  that  all  Americans  pay  the  cost  of 
inadequate  insurance  protection.     And  bi^  businesses,  among  which  private 
insurance  is  nearly  universal,  pay  three  times:     once  for  their  own  employees, 
once  for  working  spouses  of  those  employees,  and  once  for  those  .who  are  not 
insured,   in  the  form  of  higher  prices  for  medical  care. 

AHA  urges  Congress  to  strengthen  tax  incentives  to  encourage  both  individuals 
and  small  employers  to  obtain  health  insurance  coverage  and  to  make  such 
insurance  coverage  affordable. 

Employer  mandates,  however,  are  only  part  of  the  answer  to  medical  indigence. 
If  business  has  an  obligation  to  make  insurance  available  for  employees  and 
dependents,  government  has  the  obligation  to  create  an  environment  that  will 

enable  business  to  comply. 

MEDICAID  REFORMS 

Any  comprehensive  approach  to  the  problem  of  medical  indigence  must  begin  with 
Medicaid  reform- -reform  not  only  of  state  eligibility  standards  but  of 
payment,  reimbursement,  and  coverage  as  well.     The  past  several  Congresses 
have  made  important  gains.     Medicaid  eligibility  has  been  extended  to  a 
greater  number  of  pregnant  women  and  children,  but  much  remains  to  be  done. 

Despite  these  recent  improvements,  the  Medicaid  program  covers  fewer  poor 
individuals  than  ever  before- -approximately  40  percent  of  those  below  the 
federal  poverty  level- -down  from  65  percent  a  decade  ago.     The  inadequacy  of 
Medicaid  coverage  is  the  primary  reason  for  the  gap  in  insurance  for  children, 
particularly  poor  children,  and  is  contributing  to  the  growing  problem  of 
access  to  care  for  individuals  with  AIDS. 

Too  many  poor  are  not  covered  by  the  Medicaid  program  and,  too  often,  needed 
services  are  not  included.     Much  too  often,  government  payment  for  covered 
services  for  those  who  are  eligible  falls  far  below  cost.     In  1988,  for 
example,  estimates  from  available  data  show  that  Medicaid  paid  hospitals 
nearly  $3  billion  less  than  it  cost  to  care  for  Medicaid  recipients.  These 
reimbursement  shortfalls  are  particularly  pronounced  in  the  case  of  outpatient 
care  and  with  regard  to  resource- intensive  services  such  as  trauma  and 
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neonatal  intensive  care,   as  well  as  care  for  persons  with  AIDS.  This 
shortfall  makes  it  difficult  for  hospitals  to  discharge  other 
responsibilities.     When  hospitals  are  underpaid,  they  begin  a  painful  and 
perilous  descent  that  can  end  with  elimination  of  needed  services,  and  even 
closure . 

With  reimbursement  in  many  states  falling  short  of  actual  costs,  many 
hospitals  have  mounted  court  challenges  to  these  reimbursement  policies.  And 
a  growing  number  of  recent  federal  court  rulings  against  state  Medicaid 
payment  policies  have  recognized  the  problem  of  inadequate  Medicaid 
reimbursement.     The  U.S.  Supreme  Court's  recent  decision  on  Wilder  v.  Virginia 
Hospital  Association  reaffirms  hospitals'   right  to  challenge  state  Medicaid 
payment  systems  in  federal  court.     The  need  for  many  hospitals  to  seek  redress 
in  court  for  inadequate  Medicaid  reimbursement  underscores  the  need  for 
Congress  to  act  to  ensure  that  all  Medicaid  payments  are  sufficient  to 
guarantee  every  recipient  reasonable  access  to  any  necessary  hospital 
treatment  in  a  timely  fashion. 

In  the  long  term,  AHA  recommends  a  federally  financed  Medicaid  program 
expanded  and  revised  into  a  separately  administered  program  with  three 
distinct  parts: 

Acute  care  coverage  for  the  medically  indigent  not  eligible  for 
Medicare ; 

Supplementary  acute  care  coverage  for  Medicare  beneficiaries;  and 
Long-term  care  coverage  for  low- income  individuals. 

Further,  Medicaid  should  be  decoupled  from  cash  assistance  programs  with 

uniform  eligibility  and  coverage  standards. 

But  the  problems  of  eligibility,  coverage,  and  reimbursement  are  so  pressing 
they  require  immediate  incremental  improvements.     AHA  reconmends  a  series  of 
improvements,  some  of  which  include:     requiring  a  minimum  payment  adjustment 
for  Medicaid  disproportionate-share  payments;  prohibiting  application  of  an 
upper  limits  test;  prohibiting  application  of  fixed  durational  limits  to 
medically  necessary  inpatient  hospital  services;  extending  the  current 
disproportionate  -  share  adjustments  to  outpatient  services;  a  phase- in  of  a 
national  minimum  eligibility  floor;  and  a  phase- in  of  coverage  of  pregnant 
infants  and  children  up  to  185  percent  of  poverty.     In  addition,  AHA 
recommends  a  congressionally  mandated  study  on  adequacy  and  equity  of  Medicaid 
hospital  payments. 

It  is  clear  that  the  government  will  have  to  continue  playing  a  major  role  in 
ensuring  that  health  care  services  are  available  to  all  Americans.     As  such, 
public  programs  to  finance  care  for  the  medically  indigent  who  are  unable  to 
obtain  private  insurance  should  be  restructured  and  extended.     It  is 
imperative  that  the  federal  government  fulfill  its  obligations  under  existing 
programs,  particularly  Medicaid. 

LONG-TERM  CARE 

The  responsibility  for  financing  long-term  care  should  also  be  shared  by  all 
segments  of  society.     We  must  encourage  individuals  to  provide  for  their 
long-term  care  needs  to  the  extent  permitted  by  their  income  as  a  way  to 
shield  themselves  from  catastrophic  expenses  of  chronic  illness.     In  addition, 
we  must  ensure  access  to  long-term  care  when  individual  resources  are 
inadequate  and  establish  a  more  humane  alternative  to  "spend  down" 
requirements  as  a  precondition  for  eligibility  under  public  programs.     No  one 
should  have  to  dissipate  limited  assets  to  qualify  for  government  assistance. 

AHA  recommends  a  system  of  combined  private  and  public  funding  that  encourages 
individuals  to  provide  for  their  own  long-term  care  as  much  as  possible  and 
that  ensures  access  to  needed  long-term  care  when  individual  resources  are 
inadequate.     Specific  recommendations  include: 

A  separate  program  of  Medicaid  long-term  care  coverage  for  those 
needing  assistance.     AHA  does  not,  however,   support  a  government -funded 
program  to  provide  long-term  care  for  everyone. 

The  development  of  alternatives  to  the  current  Medicaid  "spend  down" 
requirements  to  prevent  further  impoverishment  of  the  dependents  of 
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those  with  chronic  illness.     AHA  supports  a  system  of  federal  and  state 
loans  as  an  alternative  to  "spend-down"  requirements  for  Medicaid 
eligibility. 

The  development  of  private- sector  alternatives  for  financing  long-term 
care,   encouraged  through  tax  incentives  and  demonstration  projects. 
AHA  supports  the  use  of  pre -funding  mechanisms  such  as  medical  savings 
accounts  and  private  long-term  care  insurance.- 

An  increased  emphasis  on  public  programs  that  offer  alternative  methods 
of  delivering  care  that,  when  appropriate,  can  keep  those  with  chronic 
illnesses  out  of  institutions. 

Closing  the  gaps  in  Medicare  coverage  of  extended  care  services, 
including  home  health,  skilled  nursing,  rehabilitation,  and 
hospital -based  transitional  care  services,  and  expanding  eligibility  to 
all  beneficiaries  below  the  federal  poverty  line.     AHA  recommends 
elimination  of  the  three-day  prior  hospitalization  rule  for  access  to 
extended  care  services  in  skilled  nursing  facilities. 

Encouragement  of  the  case-mamagement  option  for  long-term  care  to  help 
minimize  more  costly  inpatient  care  and  improve  quality  by  promoting 
better  coordination  of  services  and  greater  use  of  alternatives  to 

institutional  care. 

FINANCING  EXPANDED  BENEFITS 

AHA' s  recommendations  on  care  for  the  medically  indigent  and  long-term  care 
call  for  a  combination  of  public-  and  private- sector  initiatives.  The 
private -sector  initiatives  would  be  funded  through  premiums  paid  by  both 
employees  and  employers.     The  public -sector  initiatives  would  be  funded 
through  a  combination  of  broadly  based  taxes  and  premiums.     The  principal 
source  of  funding  for  public-sector  programs  would  be  higher  taxes. 

The  Special  Cojimittee  that  developed  the  recommendations  on  ensuring  access 
for  the  medically  indigent,  as  noted  above,  called  for  a  basic  restructuring 
of  the  Medicaid  program.     The  component  of  the  program  that  would  finance  care 
for  the  medically  indigent  who  are  not  eligible  for  Medicare  would  be  financed 
through  a  broadly  based  tax.     Such  a  tax  might  take  the  form  of  a  general 
income  tax  or  a  broadly  based  dedicated  tax  such  as  a  special  payroll  tax.  In 
its  report,  the  Committee  recommended  that  any  such  tax  be  structured  to 
provide  a  strong  positive  incentive  for  employers  to  offer- -and  their 
employees  to  obtain- -private  health  insurance  coverage.     Such  an  incentive 
could  be  readily  incorporated  in  a  dedicated  payroll  tax.     For  example,  a 
payroll  tax  of  2  percent,  equally  divided  between  employers  and  employees, 
could  be  established  as  the  basic  source  of  funding  for  an  expanded  Medicaid 
program.     Employees  who  obtain  private  insurance  would  be  forgiven  one -half  of 
this  tax,  leaving  each  with  a  liability  of  only  one -half  of  1  percent. 

Although  raising  taxes  is  never  popular,  neither  is  the  prospect  of  millions 
of  Americans  continuing  to  live  with  the  uncertainty  of  how  to  pay  for  the 
costs  of  serious  illness.     The  advantages  of  a  broadly  based  financing  system 
such  as  that  described  by  the  AHA  Committee  are  threefold: 

It  achieves  the  broadest  possible  participation  in  the  funding  of  care 
for  the  indigent; 

It  encourages  private  insurance  by  rewarding  those  who  provide  for 
their  own  needs;  and 

It  imposes  a  proportionately  greater  burden  on  individuals  and 
employers  who  choose  to  remain  uninsured  but  who  are  capable  of 
financing  their  own  insurance. 

In  addition,  while  proposals  to  raise  taxes  will  doubtless  be  opposed  by  many, 
it  should  be  recognized  that  the  cost  of  caring  for  the  medically  indigent  is 
already  borne  broadly  by  society  as  a  whole.     Substituting  a  rational,  stable 
financing  mechanism  for  continued  reliance  on  cost  shifting  will  benefit  both 
the  indigent  and  those  who  must  currently  pay  for  that  care.     It  will  also 
facilitate  development  of  systems  for  efficiently  managing  delivery  of  care 
needed  by  the  medically  indigent  by  enrolling  them  in  well-designed  public 
programs . 
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Opposition  to  higher  taxes  can  also  be  reduced  by  charging  those  who  benefit 
directly  from  coverage  through  public  programs  a  reasonable  premium  tied  to 
their  ability  to  pay.     Not  all  of  thfe  mgtiically  indigent  are  poor. 
Individuals  who  are  employed  and  can  afford  to  contribute  toward  the  cost  of 
their  coverage  should  be  required  to  do  so.     A  premium  contribution  by  a 
family  should  be  based  on  the  actuarial  value  of  the  coverage  it  receives  and 
its  annual  income. 

In  the  case  of  long-term  care,  similar  principles  should  be  applied.  Specific 
recommendations  are  being  developed  by  an  Ad  Hoc  Committee  of  the  Board  of  the 
AHA.     However,  as  with  the  uninsured,  a  long-range  solution  to  the  issue  of 
financing  long-term  care  will  require  a  combination  of  public-  and  private- 
sector  initiatives  financed  by  tax  dollars  and  individual  contributions. 
Specifically,  AHA  supports  federal  tax  incentives  to  promote  individual 
financing  of  long-term  care  insurance,   including  incentives  to  promote  savings 
and  prepaid  insurance.     However,  higher  taxes  will  also  be  needed  to  finance 
long-term  care  for  those  whose  needs  exceed  their  financial  resources.  The 
financing  of  any  program  of  long-term  care  "insurance"  should,  however,  be 
kept  separate  from  the  financing  of  acute  care  benefits  by  Medicare. 

REFORM  CRITERIA 

In  addition  to  recommendations  to  expand  Medicaid,  employer- sponsored 
insurance,  and  long-term  care  insurance,  AHA  is  developing  a  National  Health 
Care  Strategy  to  address  the  need  for  significant  reform  of  the  current  health 
care  delivery  system.     While  the  project  is  not  yet  complete,  AHA  has 
identified  criteria  by  which  .proposals  for  restructuring  health  care  delivery 
and/or  financing  should  be  evaluated. 

In  developing  the  criteria,  AHA  presumes  that  any  reform  may  involve 
substantial  change  in  current  delivery  and  financing  arrangements,  but  should 
build  on  the  strengths  of  the  existing  pluralistic  health  care  delivery  and 
finance  systems. 

The  key  criteria  are: 

Essential  services  available  to  all.    All  individuals  should  have 
access  to  at  least  basic  health  care  services. 

High  quality.     Delivery  and  financing  arrangements  should  ensure 
effective  management  of  medical  conditions  and  promote  continuous 
improvement  in  quality  care.     Specifically,  they  should  encourage: 
coordination  of  care  among  providers  and  across  levels  of  care; 
improvement  of  outcome  through  diffusion  and  appropriate  use  of 
innovations  in  technology  and  medical  practice;  delivery  of  effective 
care  only;  use  of  the  most  cost-effective  treatment  to  manage  a 
patient's  condition;  and  monitoring  of  practice  and  constructive  peer 
review  to  identify  improvements  in  practice. 

Adequately  and  fairly  financed.     Any  public  or  private  financing 
arrangement  must  itself  bear  the  cost  of  services  provided  to  its 
enrollees  or  beneficiaries  under  the  benefits  it  promises.     The  cost  of 
public  programs  should  be  broadly  and  equitably  distributed  in  the  same 
manner  that  the  cost  of  other  "public  goods"  provided  through  the 
public  sector  is  distributed.     The  outcome  for  the  provider  should  be 
fair  and  adequate  payment  for  services  delivered. 

Affordable.     Patients  and  purchasers  should  be  able  to  select  benefits 
and  delivery  arrangements  that  emphasize  "value"  by  enabling  them  to 
obtain  the  kind  of  care  for  which  they  are  willing  and  able  to  pay. 
Based  on  availability  of  funds,  public  programs  for  those  not  able  to 
finance  their  own  care  should  explicitly  limit  access  to  care  beyond 
"basic  care"  by  restricting  benefits  or  choice  of  provider. 

Efficiently  delivered.     Delivery  and  financing  systems  should  align 
the  incentives  of  all  providers  to  promote  continuous  improvement  in 
efficient  use  of  resources  to  restore  or  preserve  health.     They  should 
also  create  financial  incentives  encouraging  individuals  to  adopt 
healthy  lifestyles  and  responsibly  use  health  services. 

Community-focused/patient-centered.     Delivery  and  financing 
arrangements  should  be  managed  at  the  local  level  and  recognize 
appropriate  community  variation  in  medical  practice  consistent  with 
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national  standards  for  appropriate/effective  treatment,  health  care 
needs,  and  resource  availability.     Such  arrangements  should  be 
accountable  and  responsive  to  patient  or  consumer  needs;  foster 
appropriate  expectations  for  care;  and  treat  all  patients  with  dignity 

and  courtesy. 

In  sufficient  supply  for  timely  access.     Delivery  and  financing 
arrangements  should  allow  beneficiaries  to  obtain  care  when  and  at  a 
level  of  care  where  it  is  most  likely  to  change  the  course  of  a  disease 
or  prevent  avoidable  morbidity  or  mortality. 

User-friendly.     Delivery  and  financing  arrangements  should  enable 
patients,  providers,  and  purchasers  to  obtain,  deliver,  and  pay  for 
needed  care  with  minimxim  uncertainty  and  confusion.     A  "user- friendly" 
system  will  enable  patients  to  know:     how  to  obtain  care,  what  care 
will  be  covered,  and  how  much  care  will  cost  (both  in  total  and 
out-of-pocket).     It  will  also  provide  for  timely  settlement  of  claims 
and  will  not  impose  excessive  administrative  burdens  or  costs  on 
providers. 

Conducive  to  innovation.     Delivery  and  financing  systems  should 
promote  the  development  and  dissemination  of  new  and  more  effective 
methods  of  treating  and  preventing  illness  and  delivering  services. 

CONCLUSION 

Significant  reform  of  the  current  health  insurance  system  is  clearly 
necessary.     The  criteria  discussed  above  are  the  first  results  of  the  AHA' s 
attempt  to  devise  a  national  health  strategy  to  achieve  such  reform.  We 
recognize  that  development  of  such  a  proposal- -ours  or  one  of  the  many  others 
currently  being  discussed- -will  be  a  lengthy  and  complex  process.  Actually 
implementing  the  changes  and  reforms  decided  upon  will  take  even  more  time. 

We  plan  to  continue  our  work  for  the  future;  but,  in  the  interim,  we  believe 
the  current  system  can  be  improved  by  combining  federal  mandates  and 
incentives  to  make  employer  insurance  available,  by  reforming  and  expanding 
Medicaid,  and  by  combining  private-  and  public -sector  efforts  to  make 
long-term  care  affordable  for  Americans. 
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Chairman  Stark.  Thank  you. 

I  must  say,  one  of  your  tenets  caught  my  eye,  and  I  want  to  go 
over  this  with  you.  On  page  16,  where  you  talk  about  affordable 
care,  as  I  read  this,  you  are  suggesting  that  Medicaid  benefici- 
aries— if  I  can  rephrase  the  last  sentence  of  that  paragraph — 
should  have  explicit  limitations  on  access  to  care  beyond  some 
basic  package,  and  they  should  be  restricted  in  which  hospital  they 
can  go  to. 

Is  that  what  you  are  saying? 

Mr.  Rettig.  Among  the  possibilities  we  show  is  choice  of  provid- 
er. As  you  know,  Mr.  Chairman,  some  of  that  is  already  going  on. 

Chairman  Stark.  I  understand  that.  Do  you  support  it?  You  say 
in  your  language,  based  on  the  availability  of  funds.  You  say  public 
programs  for  those  not  able  to  finance  their  own  care  should  ex- 
plicitly limit  access  to  care  beyond  ''basic  care"  by  restricting  bene- 
fits or  choice  of  provider.  That  is  what  you  think  the  system  should 
have? 

Mr.  Rettig.  It  is  an  attempt  to  say  a  Government  program 
should  not  hold  out  promises  larger  than  it  can  fulfill.  And  it  is  a — 
an  attempt  to  say,  I  think  

Chairman  Stark.  You  see,  I  would  take  the  stand  a  hospital  or 
physician  should  not  know  whether  you  are  poor  or  rich  when  you 
walk  into  that  facility.  It  is  one  of  the  things  that  has  led  to  the 
dumping  of  emergency  rooms  by  hospitals.  If  the  emergency  room 
didn't  have  to  know — how  would  you  deal  with  this  in  an  emergen- 
cy room?  I  hate  to  take  such  a  strenuous  exception,  but  I  hope  that 
is  an  area  you  could  rethink. 

Would  you  restrict  those  individuals  under  the  CHAMPUS 
system?  Would  you  restrict  those  in  rural  areas?  Give  me  an  exam- 
ple, for  instance,  of  a  care  beyond  basic  care  that  you  would  re- 
strict Medicaid  patients  to  now. 

What  ought  we  not  to  provide  Medicaid  beneficiaries  with  today? 
What  is  excessive? 

Mr.  Rettig.  Ideally,  we  would  like  to  provide  basic  care,  what- 
ever that  is,  and  as  adequate  care  as  the  Government  can  fund  and 
that  it  is  found  to  be  useful.  But  if  there  are  limits  on  the  funding, 
for  example,  of  the  Medicaid  program  

Chairman  Stark.  Which  there  are. 

Mr.  Rettig  [continuing].  For  low-income  people,  then  the  benefits 
need  to  be  limited  in  some  way.  There  could  be  limits  in  duration. 
There  could  be  certain  types  of  services  not  covered. 

Chairman  Stark.  One  of  our  biggest  problems  in  California  are 
poor  young  women  who  are  pregnant.  What  care  would  you  limit 
beyond  basic  care  under  the  Medicaid  program,  and  which  provid- 
ers would  you  exempt  from  having  to  provide  that  basic  care  in  the 
State  of  California,  for  example? 

Mr.  Rettig.  In  the  first  place,  let  me  make  clear,  in  an  emergen- 
cy situation,  we  are  assuming  

Chairman  Stark.  I  am  just  assuming  that  a  pregnancy  without  a 
hospital  or  a  doctor  is  an  emergency,  and  I  am  just  suggesting  that 
you  have  a  poor  woman  who  is  pregnant  and  is  treated  in  a  medi- 
cal facility  in  California.  What  care  beyond  this  so-called  basic  care 
would  you  suggest?  Give  me  an  example  of  the  type  of  care  that 
person  might  want  that  you  would  not  provide. 
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Mr.  Rettig.  I  am  sure  I  can  give  you  a  specific  case.  I  think  what 
I  am  thinking  of  and  that  what  the  people  

Chairman  Stark.  Give  me  a  provider  that  you  would  suggest 
ought  not  be  available  to  this  poor  person.  Kaiser? 

Mr.  Rettig.  One  possibility  is  that  you  could  have — require 
people  to  choose  a  managed  care  kind  of  an  arrangement.  A  system 
that  is  designed  not  only  to  provide  care  of  adequate  quality,  but  to 
do  it  in  a  cost-effective  way,  and  that  would  be  a  way  of  restricting 
choice  of  provider,  rather  than  naming  providers  to  which  a  person 
could  not  get  care. 

Chairman  Stark.  That  is  the  same  thing,  isn't  it?  If  I  say  you 
have  to  go  to  Kaiser,  and  that  is  the  only  place  you  can  go,  I  have 
immediately  restricted  your  ability  to  go  to  Highland  or  Eden  or 
Stanford  Medical  Center,  haven't  I? 

Mr.  Rettig.  That  is  correct. 

Chairman  Stark.  Are  you  suggesting  that  for  people  who  are  in 
the  public  program,  they  should  be  restricted,  say,  to  the  veterans' 
hospitals  or  to  the  military  hospitals,  or  to  some  particular  system 
and  not  be  allowed  to  get  into  the  general  provider  care  system? 

Mr.  Rettig.  That  is  a  possibility,  although  as  we  develop  our 
plan,  we  may  not  recommend  that  at  all. 

Chairman  Stark.  Now,  give  me  an  idea  of  what  you  mean  by 
care  beyond  basic  care.  Give  me  an  example,  please. 

Mr.  Rettig.  It  is  very  hard  for  me  to  do,  because  I  said  earlier, 
we  are  still  in  the  process  of  defining  basic  care,  and  among  the 
people  discussing  it  there  are  those  who  think  it  means  everything 
except  cosmetic  surgery. 

Chairman  Stark.  I  would  spot  you  cosmetic  surgery  for  another 
year  or  two,  for  all  men  under  50.  But  

Mr.  Rettig.  There  are  others  who  think  the  basic  benefits  pack- 
age needs  to  be  fairly  restrictive  in  order  for  society  to  afford  

Chairman  Stark.  Let  me  give  you  another  example.  In  what 
areas  does  your  hospital  association  consider  they  have  been  a 
problem?  What  kind  of  excessive  care  have  the  members  of  the 
American  Hospital  Association  had  to  provide  beyond  basic  care 
that  has  caused  them  concern? 

Mr.  Rettig.  I  don't  think  it  is  a  question  of  excessive  care,  al- 
though there  are  a  lot  of  optional  choices  people  make. 

Chairman  Stark.  What  optional  choices  have  been  fostered  upon 
members  of  your  association,  say,  antidumping  or  other  laws  in 
various  States  that  have  caused  them  concern? 

Mr.  Rettig.  None  that  I  know  of  in  the  antidumping  area. 

Chairman  Stark.  Any  area? 

Mr.  Rettig.  I  don't  think  it  is  optional  services  being  pushed 
upon  us,  we  are  trying  to  recognize  the  reality  that  people  with  ad- 
ditional money  are  going  to  have  richer  insurance  packages,  and 
the  Government  may  not  be  able  to  afford  such  packages,  and  if  so, 
any  limits  should  be  explicit,  rather  than  assuming  all  services  of 
every  kind  are  covered. 

Chairman  Stark.  Well,  I  guess  I  made  my  point.  I  hope  that  the 
next  time  I  see  your  many  points,  that  your  association  will  have 
had  a  lot  of  time  to  think  about  restricting  benefits  or  choices  to 
poor  people. 
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I  am  sure  that  wasn't  based  on  Dr.  Sullivan's  comments  of  yes- 
terday, but  it  seems  to  me  if  we  are  starting  out  to  help  poor 
people  in  this  operation,  we  could  be  a  little  more  generous  at  the 
outset. 

Mr.  Rettig.  We  are  not  prepared  to  say  that  something  like  the 
State  of  Oregon  is  doing  in  Medicaid  is  appropriate,  but  we  are 
saying  people  should  think  explicitly  what  to  do  when  there  is  not 
funding  to  do  everything  everybody  would  like. 

Chairman  Stark.  Mr.  Coyne. 

Mr.  Pickle. 

Mr.  Pickle.  Mr.  Chairman,  I  don't  have  any  questions.  I  wonder 
if  

Chairman  Stark.  I  sort  of  got  out  of  line,  ahead,  of  letting  the 
rest  of  the  panel  finish. 
Mr.  Pickle.  Let's  proceed  with  the  panel. 

Chairman  Stark.  Thank  you.  I  apologize  to  the  panel  for  inter- 
rupting the  normal  ebb  and  flow  of  the  testimony  and  questioning. 
Mr.  Foley,  we  have  got  you  second.  Why  don't  you  proceed? 

STATEMENT  OF  EDWARD  J.  FOLEY,  CHAIRMAN  OF  THE  BOARD, 
NATIONAL  ASSOCIATION  OF  PUBLIC  HOSPITALS,  AND  ADMIN- 
ISTRATOR, LOS  ANGELES  COUNTY/HARBOR  UCLA  MEDICAL 
CENTER 

Mr.  Foley.  Mr.  Chairman,  members  of  the  committee,  I  am  Ed 
Foley,  administrator,  Los  Angeles  County/ Harbor  UCLA  Medical 
Center,  and  chairman  of  the  board  of  the  National  Association  of 
Public  Hospitals.  NAPH  consists  of  90  public  and  nonprofit  teach- 
ing hospitals  serving  as  major  tertiary  referral  centers  for  the  poor 
in  most  of  our  Nation's  largest  metropolitan  areas. 

I  am  pleased  to  have  the  opportunity  this  morning  to  comment 
on  the  impact  of  current  health  insurance  policy,  or  lack  thereof, 
on  our  Nation's  urban  safety  net  hospitals.  This  is  especially  timely 
since  HHS  Secretary  Sullivan  said  yesterday  there  can  be  no  na- 
tional health  program.  He  is  wrong,  as  you  are  hearing  this  morn- 
ing. 

In  my  brief  statement  this  morning,  I  hope  to  accomplish  one 
goal.  I  hope  to  make  this  committee  aware  of  the  enormous  and  in- 
creasing financial  pressure  on  these  safety  net  hospitals,  and  the 
State  and  local  governments  that  support  them,  resulting  from  our 
Nation's  shameful  failure  to  enact  some  form  of  national  health  in- 
surance coverage. 

First,  let  me  tell  you  a  little  bit  about  the  hospital  where  I  work. 
Harbor  is  the  second  largest  of  the  six  hospitals  operated  by  the 
county  of  Los  Angeles.  It  has  553  licensed  beds,  admits  90  patients 
per  day,  sees  330  patients  per  day  in  the  emergency  room,  and  pro- 
vides 875  patient  visits  per  day  in  the  outpatient  department. 

When  I  came  to  Harbor  in  1981,  the  average  number  of  inpa- 
tients was  375.  For  the  past  3  years,  the  number  has  been  over  475. 
On  the  financial  side,  the  hospital  has  been,  and  continues  to  be, 
pressured.  The  increase  in  the  number  of  uninsured  patients  has 
squeezed  out  most  of  the  patients  with  private  insurance  or  Medi- 
care; formerly,  this  group  totaled  nearly  20  percent.  Now  it  is 
below  5  percent. 
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We  have  a  fairly  new  building.  It  opened  27  years  ago,  in  1963. 
There  have  been  no  significant  alterations  and  no  additions  to  the 
building  since  that  time.  The  hospital  is  resource-starved  both  in 
capital  and  in  operations.  The  annual  depreciation  amount  is  less 
than  three-quarters  of  1  percent. 

The  annual  budget  for  equipment  is  less  than  one-half  of  what  is 
typically  spent  in  other  hospitals  of  equivalent  size.  The  cost  per 
day  at  the  hospital  is  $802  per  day  compared  to  the  average  cost 
per  day  of  all  hospitals  in  California  of  $1,100. 

Other  than  direct  support  from  the  County  of  Los  Angeles  and 
the  State  of  California,  the  hospital's  main  income  is  from  the  Med- 
icaid program.  Many  patients  coming  to  Harbor  have  never  been 
served  by  a  public  hospital;  they  had  always  been  covered  by  insur- 
ance in  the  past.  Some  people  qualify  for  Medicaid;  many  do  not. 
Here  are  two  typical  examples  of  patients  we  have  served  this 
year: 

Mary  Ann  Samuels  is  a  44-year-old  woman  who  had  a  cancerous 
lump  removed  from  the  breast  in  April  1990.  She  is  now  undergo- 
ing chemotherapy  and  radiations.  She  expects  to  return  to  work 
this  fall.  Mary  is  divorced  and  has  successfully  raised  two  children 
to  adulthood.  She  was  working  full  time  as  an  office  worker 
through  a  temporary  agency  and  therefore  had  no  health  insur- 
ance. Her  goal  is  to  get  well  and  then  get  a  permanent  job  where 
she  could  get  health  insurance  benefits. 

Peggy  O'Halloran  is  an  HIV-positive,  married  woman  with  three 
children.  Her  current  husband  is  a  recovered  drug  user.  At  the 
time  of  their  marriage,  they  were  unaware  he  was  HIV-positive. 
He  was  recently  diagnosed  with  AIDS.  Both  the  husband  and  wife 
were  outpatients  at  Harbor-UCLA. 

Because  of  his  illness  he  was  unable  to  continue  as  a  construc- 
tion worker,  and  therefore  lost  all  health  insurance.  Peggy's  hus- 
band takes  care  of  the  children  while  she  works  in  the  cosmetic 
section  of  a  department  store,  but  she  receives  no  health  insurance 
benefits. 

These  examples  are  not  unique.  They  point  up  the  need  for  na- 
tional health  insurance. 

First,  it  is  essential  to  understand  that  the  only  reason  we  have 
had  the  luxury  of  debating  rather  than  enacting  universal  health 
insurance  is  the  existence  of  an  institutional  health  safety  net,  a 
small  number  of  public  hospitals  dedicated  to  the  care  of  the  unin- 
sured. 

This  safety  net  is  comprised  of  no  more  than  200  to  300  public 
and  nonprofit  hospitals,  mostly  in  metropolitan  areas.  The  condi- 
tion of  these  safety  net  providers  has  deteriorated  in  recent  years, 
and  is  far  worse  today  than  when  universal  health  coverage  was 
last  debated. 

Let  me  illustrate  this  point  with  a  few  facts  about  safety  net  hos- 
pitals and  their  uninsured  patients: 

Safety  net  hospitals  are  bursting  at  the  seams.  Fifty-five  NAPH 
member  hospitals  across  the  Nation  averaged  an  81-percent  occu- 
pancy rate  in  1988. 

Many  of  the  patients  in  safety  net  hospitals  are  uninsured,  even 
by  Medicaid;  in  1988,  nearly  34  percent  of  all  discharges  and  29 
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percent  of  all  inpatient  days  were  unsponsored  in  NAPH  member 
hospitals;  52  percent  of  all  outpatient  visits  were  also  uninsured. 

Just  17  percent  of  the  net  revenues  of  safety  net  hospitals  are 
derived  from  private  insurance,  while  50  percent  of  revenues  come 
from  Medicaid  and  direct  State/local  subsidies;  half  of  NAPH 
member  hospitals  experience  deficits  averaging  6.2  percent  of  net 
operating  revenue. 

The  growth  and  persistence  of  these  deficits  have  been  exacerbat- 
ed in  recent  years  by  new  epidemics  concentrated  on  the  poor  and 
disenfranchised,  including  AIDS,  drug  abuse,  neonatal  problems, 
and  inner  city  violence. 

The  ability  of  safety  net  hospitals  to  cope  with  these  new  epide- 
mics and  still  serve  their  other  patients  is  further  affected  by  criti- 
cal manpower  shortages  and  the  inability  to  obtain  capital  for  ren- 
ovation, maintenance  and  technology. 

Nearly  half  of  23  trauma  centers  designated  3  years  ago  in  Los 
Angeles  have  now  closed  their  trauma  units,  leading  to  serious 
overcrowding  in  the  rest  of  the  system;  over  50  percent  of  the 
emergency  room  and  trauma  care  delivered  in  urban  public  hospi- 
tals nationally  is  for  uninsured  patients.  The  L.A.  County  Health 
Department  provides  OB  services  for  every  93d  baby  born  in  the 
United  States. 

Obstetric  units  are  also  crowded  to  overflowing.  At  my  hospital, 
we  must  now  discharge  obstetric  patients  just  12  hours  after  giving 
birth,  and  their  babies  after  just  24  hours,  to  make  room  for  other 
patients.  Some  mothers  leave  after  3  or  4  hours  because  it  is  better 
to  be  at  home  than  on  a  chair  at  Harbor-UCLA.  Last  year,  8,800 
babies  were  born  in  Harbor's  OB  unit,  which  is  designed  and 
staffed  for  only  5,000  births. 

Given  the  crisis  facing  the  uninsured  and  the  hospitals  which 
serve  them,  it  is  imperative  that  Congress  develop  and  enact  na- 
tional health  insurance  legislation.  NAPH  is  currently  working  to 
develop  concrete  proposals  in  this  regard,  and  we  expect  to  have 
completed  our  work  later  this  year. 

In  the  meantime,  and  in  light  of  the  history  of  debate  regarding 
universal  health  coverage,  we  strongly  urge  this  committee  to 
move  ahead  with  appropriate  incremental  approaches. 

One:  Congress  must  move  quickly  to  expand  employee-based 
health  insurance  coverage. 

Two:  Congress  should  adopt  measures  to  increase  the  inadequate 
Medicaid  eligibility  levels  and  payment  rates,  and  specifically.  Con- 
gress should  require  States  to  provide  meaningful  Medicaid  dispro- 
portionate share  payments.  NAPH  also  believes  that  our  current 
crazy-quilt  of  Medicaid  programs  should  be  replaced  by  a  single  na- 
tional public  health  plan,  with  national  standards  for  eligibility, 
services  and  payment. 

Three:  I  ask  your  committee  to  continue  to  champion  the  Medi- 
care disproportionate  share  hospital  adjustment  and  the  Medicare 
medical  education  adjustment.  A  recent  Congressional  Budget 
Office  study  concludes  that  Medicare  disproportionate  share  pay- 
ments exceed  the  costs  incurred  by  DSHs  in  treating  Medicare  pa- 
tients. The  reality  is  that  59  percent  of  public  hospitals  surveyed  by 
NAPH  had  negative  operating  margins  for  1989. 
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Without  a  meaningful  disproportionate  share  adjustment,  this 
percentage  would  have  been  higher.  CBO  missed  the  point  entirely. 
Unless  Medicare  continues  to  make  an  adequate  contribution  to 
the  overall  financial  condition  of  safety  net  hospitals,  our  entire 
health  system  will  face  the  consequences. 

Four:  Congress  must  provide  specific  help  to  safety  net  hospitals 
if  we  are  to  continue  to  serve  trauma  patients,  AIDS  patients,  and 
drug  abuse  patients. 

We  commend  the  chairman  for  the  leadership  you  have  shown  in 
introducing  legislation  which  provides  for  direct  support  for  safety 
net  hospitals  based  upon  their  level  of  uncompensated  care.  The 
enactment  of  this  legislation  is  also  critical  to  the  continued  surviv- 
al of  the  safety  net. 

Finally,  it  is  imperative  that  the  Congress  work  with  us  to  assist 
safety  net  hospitals  in  obtaining  access  to  needed  capital  for  ren- 
ovations, equipment,  new  services  and  rebuilding.  Many  of  our  hos- 
pitals are  shut  out  of  the  capital  markets,  Mr.  Chairman,  because 
of  the  nature  of  the  patients  we  serve. 

We  will  need  assistance  to  open  these  doors.  NAPH  is  currently 
drafting  a  comprehensive  new  capital  program.  We  hope  to  see  this 
proposal  introduced  before  the  end  of  this  session  and  taken  up  and 
enacted  next  year.  We  appreciate  your  leadership,  Mr.  Chairman, 
in  this  area  as  well  as  your  leadership  in  achieving  our  overall  goal 
of  universal  health  coverage. 

I  appreciate  the  opportunity  to  testify  this  morning,  and  I  would 
be  happy  to  answer  any  questions  which  you  might  have. 

Chairman  Stark.  Thank  you,  sir. 

[The  statement  of  Mr.  Foley  follows:] 
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Los  Angeles  County/Harbor  UCLA  Medical  Center  and  the 
National  Association  of  Public  Hospitals 


July  24,  1990 

Mr.  Chairman,  members  of  the  Committee,  I  am  Ed  Foley,  Administrator,  Los  Angeles 
County/Harbor  UCLA  Medical  Center.  1  am  also  Chairman  of  the  Board  of  the  National  Association  of 
Public  Hospitals  (NAPH).  NAPH  consists  of  90  putdic  and  non-profit  teaching  hospitals  that  serve  as 
major  tertiary  referral  centers  for  the  poor  in  most  of  our  nation's  largest  metropolitan  areas. 

I  am  pleased  to  have  the  opportunity  this  morning  to  comment  on  the  impact  of  current  health 
insurance  policy  (or  the  lack  thereof)  on  our  nation's  urban  "safety  net"  hospitals.  In  my  brief  statement 
this  morning,  I  hope  to  accomplish  one  goal.  I  hope  to  make  this  committee  aware  of  the  enormous 
and  increasing  financial  pressure  on  these  safety  net  hospitals  and  the  state  and  local  government  that 
support  them,  that  results  from  our  nation's  shameful  failure  to  enact  some  form  of  national  health 
insurance  coverage.  I  hope  to  make  this  committee  aware  of  the  enormous  financial  pressure  on  public 
hospitals  resulting  from  the  lack  of  national  health  insurance. 

HARBOR-UCLA  MEDICAL  CENTER 

First,  let  me  tell  you  a  little  bit  about  the  hospital  where  I  work.  Harbor  is  the  second  largest  of 
the  six  hospitals  operated  by  the  County  of  Los  Angeles.  It  has  553  licensed  beds,  admits  90  patients 
per  day,  sees  330  patients  per  day  in  the  emergency  room  and  provides  875  patient  visits  per  day  in  the 
outpatient  department.  When  I  came  to  Harbor  in  1981  the  average  number  of  inpatients  was  375.  For 
the  past  three  years  the  number  has  been  over  475.  On  the  financial  side,  the  hospital  has  been  and 
continues  to  be  pressured.  The  increase  in  the  number  of  uninsured  patients  has  squeezed  out  most  of 
the  patients  with  private  insurance  or  Medicare.  Formerly  this  group  totalled  nearly  twenty  percent.  Now 
it  is  down  below  five  percent. 

We  have  a  fairly  new  building.  It  opened  27  years  ago  in  1963.  There  have  been  no  significant 
alterations  and  no  additions  to  the  building  since  that  time.  The  hospital  is  resource  starved  in  capital 
and  in  operations.  The  annual  depreciation  amount  is  less  than  three  quarters  of  one  percent.  The 
annual  budget  for  equipment  is  less  than  one  half  of  what  is  typically  spent  in  other  hospitals  of 
equivalent  size.  The  cost  per  day  at  the  hospital  is  $802  per  day  compared  to  the  average  cost  per  day 
of  all  hospitals  in  California  of  $1,100.  Other  than  direct  support  from  the  County  of  Los  Angeles  and  the 
State  of  California  the  hospital's  main  income  is  from  the  Medicaid  program.  Many  patients  coming  to 
Harbor  have  never  been  served  by  a  public  hospital.  Before,  they  were  covered  by  insurance.  Some  of 
these  qualify  for  Medicaid,  many  do  not.  Here  are  two  typical  examples  of  patients  we  have  served  this 
year: 

Mary  Ann  Samuels  is  a  44  year  old  woman  who  had  a  cancerous  lump  removed  from  the  breast 
in  April  1990.  She  is  now  undergoing  chemotherapy  and  radiations.  She  expects  to  return  to 
work  this  Fall.  Mary  is  divorced  and  has  successfully  raised  two  children  to  adulthood.  She  was 
working  full  time  as  an  office  worker  through  a  temporary  agency  and  therefore  had  no  health 
insurance.  Her  goal  is  to  get  well  and  then  get  a  permanent  job  where  she  could  get  health 
insurance  benefits. 

Peggy  O'Halloran  is  an  HIV  positive,  married  woman  with  three  (3)  children.  Her  current 
hustjand  is  a  recovered  drug  user.  At  the  time  of  their  marriage,  they  were  unaware  he  was  HIV 
positive.  He  was  recently  diagnosed  with  AIDS.  Both  the  husband  and  wife  are  out-patients  at 
Harbor-UCLA.  Because  of  his  illness  he  was  unable  to  continue  as  a  construction  worker  and 
therefore  lost  all  health  insurance.  Peggy's  husband  takes  care  of  the  children  while  she  works 
in  the  cosmetic  section  of  a  department  store  but  receives  no  health  insurance  benefits. 

The  failure  to  provide  universal  health  coverage  and  access  to  care  has  for  years  been  the  single 
most  important  issue  facing  our  nation's  health  system.  It  has  also  been  one  of  the  most  important 
social,  economic,  and  ethical  problems  facing  all  Americans  -  and  unfortunately,  one  of  the  most 
controversial  as  well.  In  the  last  twenty  years,  there  have  been  at  least  a  dozen  major  national  health 
insurance  initiatives  as  well  as  scores  of  more  modest  proposals.  Each  of  these  has  generated  influential 
opposition,  virtually  paralyzing  efforts  to  achieve  needed  reform.  In  the  1980s,  the  onset  of  Reaganomics 
and  a  growing  budget  deficit  eclipsed  all  but  the  smallest  incremental  efforts  at  improvement.  As  a 
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result,  despite  the  fact  that  almost  everyone  agrees  that  universal  coverage  is  the  very  foundation  of  a 
humane  and  civilized  society,  we  have  advanced  very  little  in  this  arena  since  the  passage  of  Medicare 
and  Medicaid  in  the  1960s. 

For  this  reason,  we  face  a  health  care  crisis  In  America  today,  which  affects  not  only  uninsured 
patients  and  the  hospitals  that  serve  them,  but  also  our  entire  health  system.  The  need  for  immediate 
action  can  be  underscored  by  looking  at  the  gravity  of  this  crisis. 

First,  it  is  essential  to  understand  that  the  only  reason  we  have  had  the  luxury  of  debating  rather 
than  enacting  universal  health  Insurance  is  the  existence  of  an  institutional  health  "safety  net,"  a  small 
number  of  public  hospitals  dedicated  to  the  care  of  the  uninsured.  This  safety  net  is  comprised  of  no 
more  than  two  to  three  hundred  public  and  nonprofit  hospitals,  mostly  in  metropolitan  areas.  Second, 
the  condition  of  these  safety  net  providers  has  deteriorated  in  recent  years,  and  is  far  worse  today  than 
when  universal  health  coverage  was  last  debated.  Let  me  illustrate  this  point  with  a  few  facts  about 
safety  net  hospitals  and  their  uninsured  patients: 

•  Safety  net  hospitals  are  bursting  at  the  seams,  providing  an  extraordinary  volume  of 
inpatient  and  outpatient  care.  NAPH  members  provided,  on  average,  over  200,000 
outpatient  visits,  18,000  inpatient  admissions,  and  3,500  live  births  in  1988.  In 
comparison,  short-term  acute  care  hospitals  nationally  averaged  only  5,619  admissions 
per  hospital. 

•  55  NAPH  member  hospitals  across  the  nation  averaged  an  81%  occupancy  rate  in  1988, 
with  many  hospitals  approaching  100%. 

Many  of  the  patients  in  safety  net  hospitals  are  uninsured,  even  by  Medicaid;  in  1988, 
nearly  34%  of  all  discharges  and  29%  of  all  inpatient  days  were  unsponsored  in  NAPH 
member  hospitals;  over  47,000  outpatient  visits  on  average,  or  52%  of  all  visits,  were 
also  uninsured. 

•  Just  17%  of  the  net  revenues  of  safety  net  hospitals  are  derived  from  private  insurance, 
while  50%  of  revenues  come  from  Medicaid  and  direct  state/local  subsidies  (an  average 
of  $37  million  in  Medicaid  revenues  and  $27  million  in  direct  subsidies);  without  direct 
subsidies,  NAPH  member  hospitals  would  average  operating  deficits  of  over  25%  -  and 
even  with  subsidies,  over  half  still  experience  deficits  averaging  6.2%  (or  nearly  $8 
million). 

•  For  some  safety  net  hospitals,  these  proportions  are  far  higher.  For  San  Francisco 
General  Hospital,  unsponsored  care  represented  62%  of  all  inpatient  days  and  72%  of  all 
outpatient  visits  in  1988;  for  Dallas"  Parkland  Memorial  Hospital,  the  figures  were  54%  of 
inpatient  days  and  62%  of  OPD  visits. 

The  growth  and  persistence  of  these  deficits  have  been  exacerbated  in  recent  years  by 
new  epidemics  concentrated  on  the  poor  and  disenfranchised,  including  AIDS,  drug 
abuse,  neonatal  problems,  and  inner  city  violence.  And  the  ability  of  safety  net  hospitals 
to  cope  with  these  new  epidemics  and  still  serve  their  other  patients  is  further  affected 
by  critical  manpower  shortages  and  the  inability  to  obtain  capital  for  renovation, 
maintenance  and  technology. 

•  These  new  epidemics,  combined  with  the  general  lack  of  availability  to  the  uninsured  of 
preventive  health  services,  means  that  safety  net  patients  are  also  more  likely  to  be 
sicker  than  insured  patients  --  especially  inner  city  minorities.  The  New  England  Journal 
of  Medicine  reported  last  year  that  black  men  in  Central  Harlem  now  have  a  lower  life 
expectancy  than  men  in  Bangladesh.  And  here  in  Washington,  D.C.,  a  resident  of 
Anacostia  is  ten  times  more  likely  to  require  hospitalization  for  pneumonia  than  a 
resident  of  Georgetown. 

There  are  today  2,000  AIDS  patients  in  New  York  City  hospital  beds.  This  total  is 
projected  to  rise  to  4,000  by  1993  or  1994.  Yet  there  are  fewer  staffed  beds  in  New  York 
today  than  in  1985,  and  inadequate  funding  for  treatment  alternatives. 

Nor  are  these  problems  limited  to  New  York  and  California  ~  they  affect  middle  America 
as  well.  For  example,  15%  of  all  t)abies  born  at  Kansas  City's  Truman  Medical  Center 
last  year  had  traces  of  cocaine  in  their  blood. 

•  Nearly  half  of  23  trauma  centers  designated  three  years  ago  in  Los  Angeles  have  now 
closed  their  trauma  units,  leading  to  serious  overcrowding  in  the  rest  of  the  system;  over 
50%  qf  the  emergency  room  and  trauma  care  delivered  in  urban  public  hospitals 
nationally  is  for  uninsured  patients.  In  California,  we  have  taxed  cigarettes  to  help  pay 
for  trauma  and  emergency  room  costs.  The  LA  County  HEalth  Department  provides  OB 
services  for  every  93rd  baby  t>om  in  the  United  States. 

Obstetric  units  are  also  crowded  to  overflowing;  at  my  hospital,  we  must  now  discharge 
obstetric  patients  just  twelve  hours  after  giving  birth,  and    their  t)abies  after  just  24 
hours,  to  make  room  for  other  patients.  Some  mothers  leave  after  3  or  4  hours  because 
it  is  better  to  be  at  home  than  on  a  chair  at  Harbor-UCLA.  Last  year  8,800  babies  were 
born  in  Harbor's  OB  unit  which  is  designed  and  staffed  for  only  5,000  births. 

•  The  single  highest  volume  provider  of  AIDS  services  in  the  entire  nation  is  not  in  New 
York  or  California  ~  it  is  Miami's  Jackson  Memorial  Hospital,  which  had  over  1000  AIDS 
admissions  in  1988. 
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Immediate  Solutions  are  Needed 

Given  the  crisis  facing  the  uninsured  and  the  hospitals  which  serve  them,  it  is  imperative  that 
Congress  develop  and  enact  national  health  Insurance  legislation.  NAPH  Is  currently  working  to  develop 
concrete  proposals  in  this  regard  and  we  expect  to  have  completed  our  wori<  later  this  year.  In  the 
meantime  and  in  light  of  the  history  of  debate  regarding  universal  health  coverage,  we  strongly  urge  this 
Committee  to  move  ahead  with  appropriate  incremental  approaches. 

First,  Congress  must  move  quickly  to  expand  employee-based  health  Insurance  coverage.  While 
we  are  aware  that  Medicaid  is  not  in  the  Jurisdiction  of  your  committee,  It  is  also  imperative  that 
Congress  adopt  measures  to  increase  inadequate  Medicaid  eligibility  levels  and  payment  rates.  In  this 
regard.  Congress  should  require  states  to  provide  meaningful  Medicaid  disproportionate  share  payments. 
NAPH  also  believes  that  our  current  crazy  quilt  of  Medicaid  programs  should  be  replaced  by  a  single 
national  public  health  plan,  with  national  standards  for  eiigibiiity,  services  and  payment. 

Second,  while  we  are  debating  these  Incremental  proposals,  you  and  your  Committee  must 
protect  the  existing  safety  net.  You  and  your  Committee  have  been  important  champions  of  the 
Medicare  disproportionate  share  hospital  adjustment  and  the  Medicare  medical  education  adjustment.  A 
recent  Congressional  Budget  Office  study  concludes  that  Medicare  disproportionate  share  payments 
exceed  the  costs  incurred  by  DSHs  in  treating  Medicare  patients.  The  reality  is  that  59%  of  public 
hospitals  surveyed  by  NAPH  had  negative  operating  margins  for  1989.  Without  a  meaningful 
disproportionate  share  adjustment,  this  percentage  would  have  been  higher.  CBO  missed  the  point 
entirely.  Unless  Medicare  continues  to  make  an  adequate  contribution  to  the  overall  financial  condition 
of  safety  net  hospitals,  our  entire  health  system  will  face  the  consequences. 

Third,  Congress  must  address  the  special  needs  of  safety  net  hospitals  and  craft  programs  that 
will  allow  them  to  fulfill  their  special  mission.   For  example,  trauma  centers  continue  to  close  and  the 
number  of  AIDS  patients  and  drug  abuse  patients  continues  to  rise.  Public  hospitals  must  have  help  in 
these  specific  areas  if  they  are  going  to  continue  to  serve  these  expanding  populations. 

In  addition,  we  commend  the  Chairman  for  the  leadership  you  have  shown  in  introducing 
legislation  which  provides  for  direct  support  for  safety  net  hospitals  based  upon  their  level  of 

uncompensated  care.  The  enactment  of  this  legislation  is  also  critical  to  the  continued  survival  of  the 
safety  net. 

Finally,  It  is  Imperative  that  the  Congress  work  with  us  to  assist  safety  net  hospitals  to  obtain 
access  to  needed  capital  for  renovations,  equipment,  new  services,  and  rebuilding.  Many  of  our 
hospitals  are  shut  out  of  the  capital  markets,  Mr.  Chairman,  because  of  the  nature  of  the  patients  we 
serve.  We  will  need  assistance  to  open  these  doors.  NAPH  is  currently  drafting  a  comprehensive  new 
capital  program.  We  hope  to  see  this  proposal  Introduced  beiore  the  end  of  this  session  and  taken  up 
and  enacted  next  year.  We  appreciate  your  leadership,  Mr.  Cfiairman,  in  this  area  as  well  as  your 
leadership  In  achieving  our  overall  goal  of  universal  health  coverage. 

I  appreciate  the  opportunity  to  testify  this  moming  and  I  would  be  happy  to  answer  any 
questions  which  you  might  have. 
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Chairman  Stark.  Sister  Mary  Roch  Rocklage. 

STATEMENT  OF  SISTER  MARY  ROCH  ROCKLAGE,  R.S.M.,  FORMER 
CHAIRPERSON,  CATHOLIC  HEALTH  ASSOCIATION  OF  THE 
UNITED  STATES,  CHAIRPERSON,  SELECT  COMMITTEE  ON  INDI- 
GENT CARE,  AND  CHIEF  EXECUTIVE  OFFICER,  SISTERS  OF 
MERCY  HEALTH  SYSTEMS,  ST.  LOUIS,  MO. 

Sister  Rocklage.  Good  morning,  Mr.  Chairman  and  members  of 
the  subcommittee. 

I  am  Sister  Mary  Roch  Rocklage,  chief  executive  officer  of  the 
Sisters  of  Mercy  Health  System — St.  Louis,  a  Catholic  health  care 
system  comprised  of  14  hospitals  and  three  long-term  care  facilities 
in  7  States.  I  am  a  former  chairperson  of  the  Catholic  Health  Asso- 
ciation of  the  United  States,  whose  membership  includes  more 
than  900  hospitals  and  long-term  care  facilities  nationwide.  Pres- 
ently, I  chair  CHA's  Select  Committee  on  Indigent  Care. 

At  the  outset  of  my  testimony,  Mr.  Chairman,  I  want  to  acknowl- 
edge and  commend  your  subcommittee's  continuing  attention  to 
the  pressing  need  to  achieve  universal  access  to  health  care  serv- 
ices in  the  United  States.  Likewise,  I  commend  you,  Mr.  Stark,  for 
crafting  the  MediPlan  proposal  and  for  introducing  H.R.  4280  as 
the  first  step  in  implementing  universal  access.  For  the  past 
decade,  the  U.S.  political  environment  has  not  been  conducive  to 
the  pursuit  of  such  a  goal.  Today,  however,  the  increasing  dissatis- 
faction with  the  dysfunctional  character  of  our  health  care  system 
has  resulted  in  an  emerging  consensus  about  the  need  for  universal 
access  and  systemic  health  care  reform.  Thus,  we  appear  to  be  on 
the  verge  of  a  national  debate  on  how  best  to  achieve  a  program  of 
national  health  insurance  in  the  United  States. 

Today's  hearing  is  both  important  and  timely. 

Mr.  Chairman,  CHA's  public  policy  position  on  national  health 
care  reform  flows  out  of  the  following  six  observations  and  beliefs: 

One,  the  U.S.  health  care  system's  many  inefficiencies  have  re- 
sulted in  the  paradoxical  and  untenable  situation  whereby  it  is  an- 
nually much  more  expensive  but  also  it  annually  meets  the  health 
care  needs  of  fewer  members  of  our  society. 

Two,  the  pressing  need  to  control  the  costs  of  our  health  care 
system  while  improving  its  quality  and  accessibility  cannot  be 
achieved  by  incremental  means.  It  is  time  to  embrace  comprehen- 
sive system  reform  that  includes  universal  access. 

Three,  the  need  to  achieve  universal  access  to  adequate  health 
care  services  will  not  be  fully  addressed  until  society  commits  itself 
to  making  insurance  available  to  all  persons. 

Four,  although  Catholic  and  other  providers  and  various  levels  of 
government  should  work  toward  equitable  access  to  health  care 
services,  the  Federal  Government  bears  the  ultimate  responsibility 
for  ensuring  that  this  obligation  is  met. 

Five,  it  is  an  important  tenant  of  Catholic  social  teaching  that 
access  to  adequate  health  care  services  is  necessary  for  the  develop- 
ment and  maintenance  of  life.  Achieving  universal  access  is,  there- 
fore, the  Catholic  Health  Association's  highest  public  policy  priori- 
ty. 
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Six,  the  formulation  of  any  program  of  national  health  insurance 
should  be  guided  by  certain  general  principles  which  are  adopted 
after  a  national  debate. 

The  phrase  ''national  health  insurance,"  as  used  by  CHA  in  this 
testimony,  is  not  meant  to  refer  to  any  specific  program  or  propos- 
al. Nor  is  the  association  presently  prepared  to  endorse  any  of  the 
major  reform  proposals  which  have  been  put  forth  over  the  past 
year.  Rather,  CHA  means  the  phrase  generically  to  refer  to  any  ar- 
rangement for  the  financial  pooling  of  health  care  risks  that  pro- 
vides basic  health  insurance  coverage  to  all  persons  in  the  United 
States  and  is  operated  at  least  in  part  by  the  Federal  Government. 
By  the  phrase  ''at  least  in  part"  we  mean  that  the  State  and  local 
governments,  as  well  as  private  insurers  and  employers,  may  play 
key  roles  in  financing  and  administering  such  a  national  program. 

Thus,  for  CHA,  national  health  insurance  does  not  have  just  one 
meaning  or  definition.  Alternative  models  abound  worldwide.  Nev- 
ertheless, for  CHA,  the  essence  of  national  health  insurance  is  the 
responsibility  for  and  the  use  of  the  authority  of  the  Federal  Gov- 
ernment to  arrange  for  equitable  and  universal  health  insurance. 

CHA  has  initiated  its  own  internal  process  for  formulating  by 
early  spring  of  1991  a  set  of  recommendations  on  the  future  organi- 
zation, financing  and  delivery  of  health  care  in  the  United  States. 
This  process  is  called  the  CHA  National  Health  Policy  Project.  The 
project  comprises  three  separate  but  closely  related  elements. 

One,  the  first  element  was  a  year-long  process  which  resulted  in 
the  formulation  of  a  set  of  principles  for  systemic  health  care 
reform.  The  CHA  Board  of  Trustees  endorsed  the  principles  this 
past  April. 

The  nine  principles  will  guide  CHA  and  its  members  with  regard 
to  its  advocacy  of  a  national  health  insurance  program. 

Briefly  described,  the  CHA  principles  for  systemic  health  care 
reform:  (a)  emphasize  the  shared  responsibility  of  all  segments  of 
our  society;  (b)  acknowledge  the  necessary  and  appropriate  role  of 
Government  in  fashioning  systemic  health  care  reform;  (c)  proclaim 
the  Catholic  health  care  ministry's  support  for  universal  access, 
freedom  of  conscience,  and  public  accountability;  id)  insist  on  pru- 
dent stewardship  of  scarce  resources;  (e)  encourage  equity  in  both 
the  financing  and  the  reimbursement  of  the  delivery  of  health  care 
services;  and  (/)  challenge  Catholic  care  givers  to  be  advocates  for 
the  health  care  poor. 

I  refer  members  of  the  subcommittee  to  my  written  testimony  in 
which  the  exact  wording  and  interpretation  of  the  principles  are 
thoroughly  described. 

The  second  element  of  CHA's  National  Health  Policy  Project  is  a 
series  of  regional  membership  meetings  this  fall  at  which  major 
proposals  for  health  care  reform  will  be  evaluated  with  respect  to 
their  likely  mission  and  operational /financial  impact  on  Catholic 
health  care  providers. 

The  third  element  is  a  yet  to  be  designed  advocacy  effort  which 
will  attempt  to  focus  public  opinion  on  the  need  for  systemic 
reform  and  thereby  encourage  the  Nation's  political  leaders  to 
make  it  a  priority. 

In  conclusion,  the  establishment  of  a  program  of  national  health 
insurance  is  a  test  of  our  national  character  and  political  will.  It  is 
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likewise  an  opportunity  for  the  United  States  to  join  the  rest  of  the 
industrialized  democracies  in  eliminating  the  suffering,  unfairness 
and  indignity  of  medical  indigency. 

Mr.  Chairman,  I  again  commend  the  subcommittee  for  the  deter- 
mination it  has  demonstrated  in  these  six  hearings  to  identify  solu- 
tions to  the  access  problems  in  our  health  care  system. 

The  Catholic  Health  Association  pledges  to  work  with  you  and 
others  to  effect  universal  access  in  the  context  of  meaningful 
health  care  reform. 

Thank  you. 

[The  statement  of  Sister  Rocklage  follows:] 
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STATEMENT  OF  SISTER  MARY  ROCH  ROCKLAGE,  RSM 
THE  CATHOLIC  HEALTH  ASSOCIATION  OF  THE  UNITED  STATES 

Good  morning,   Mr.   Chairman  and  members  of  the  Subcommittee. 

I  am  Sister  Mary  Roch  Rocklage,  a  Sister  of  Mercy  of  the  Union 
and  the  Chief  Executive  Officer  of  the  Sisters  of  Mercy  Health 
System  -  St.  Louis,  a  Catholic  healthcare  system  comprised  of  14 
hospitals  and  three  long-term  care  facilities  in  seven  states.  I 
am  a  former  Chairperson  of  the  Catholic  Health  Association  of  the 
United  States  (CHA)  whose  membership  includes  more  than  900 
hospitals  and  long-term  care  facilities  nationwide.  Presently,  I 
chair  CHA's  Select  Committee  on  Indigent  Care. 

At  the  outset  of  my  testimony,  Mr.  Chairman,  I  want  to 
acknowledge  and  commend  your  Subcommittee's  continuing  attention 
to  the  pressing  need  to  achieve  universal  access  to  healthcare 
services  in  the  United  States.  For  the  past  decade,  the  U.S. 
political  environment  has  not  been  conducive  to  the  pursuit  of  such 
a  goal.  Today,  however,  the  increasing  dissatisfaction  with  the 
dysfunctional  character  of  our  healthcare  system  has  resulted  in 
an  emerging  consensus  about  the  need  for  universal  access  and 
systemic  healthcare  reform.  Thus,  we  appear  to  be  on  the  verge  of 
a  national  debate  on  how  best  to  achieve  a  program  of  national 
health  insurance  in  the  United  States.  Today's  hearing  is  both 
important  and  timely. 


CHA  Policy  Position 


Mr.  Chairman,  CHA's  public  policy  position  on  national 
healthcare  reform  flows  out  of  the  following  observations  and 
beliefs : 


•  The  U.S.  healthcare  system's  many  inefficiencies  have 
resulted  in  the  paradoxical  and  untenable  situation 
whereby  it  is  annually  much  more  expensive  but  also  it 
annually  meets  the  healthcare  needs  of  fewer  members 

of  our  society. 

•  The  pressing  need  to  control  the  costs  of  our  healthcare 
system  while  improving  its  quality  and  accessibility 
cannot  be  achieved  by  incremental  means.  It  is  time  to 
embrace  comprehensive  system  reform  that  includes 
universal  access. 


•  The  need  to  achieve  universal  access  to  adequate 
healthcare  services  will  not  be  fully  addressed  until 
society  commits  itself  to  making  insurance  available  to 
all  persons. 

•  Although  Catholic  and  other  providers  and  various  levels 
of  government  should  work  toward  equitable  access  to 
healthcare  services,  the  federal  government  bears  the 
ultimate  responsibility  for  ensuring  that  this  obligation 
is  met. 


It  is  an  important  tenant  of  Catholic  social  teaching 
that  access  to  adequate  healthcare  services  is  necessary 
for  the  development  and  maintenance  of  life.  Achieving 
universal  access  is,  therefore,  the  Catholic  Health 
Association's  highest  public  policy  priority. 

The  formulation  of  any  program  of  national  health 
insurance  should  be  guided  by  certain  general  principles 
which  are  adopted  after  a  national  debate. 


National  Health  Insurance 

The  phrase  "national  health  insurance,"  as  used  by  CHA  in  this 
testimony,  is  not  meant  to  refer  to  any  specific  program  or 
proposal.      Nor  is  the  Association  presently  prepared  to  endorse 
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any  of  the  major  reform  proposals  which  have  been  put  forth  over 
the  past  year.  Rather,  CHA  means  the  phrase  generically  to  refer 
to  any  arrangement  for  the  financial  pooling  of  healthcare  risks 
that  provides  basic  health  insurance  coverage  to  all  persons  in 
the  United  States  and  is  operated  at  least  in  part  by  the  federal 
government.  By  the  phrase  "at  least  in  part"  we  mean  that  the 
state  and  local  governments,  as  well  as  private  insurers  and 
employers,  may  play  key  roles  in  financing  and  administering  such 
a  national  program.  Thus,  for  CHA,  national  health  insurance  does 
not  have  just  one  meaning  or  definition.  Alternative  models  abound 
worldwide.  Nevertheless,  for  CHA,  the  essence  of  national  health 
insurance  is  the  responsibility  for  and  the  use  of  the  federal 
goviernment  ^to  arrange  for  equitable  and  universal  health 
insurance . 


Is  The  Environment  Changing? 

CHA  believes  that  a  restructuring  of  the  healthcare  system  is 
not  only  desirable  but  may,  in  fact,  be  possible  in  the  near 
future.  Respected  national  journals  and  newspaper  editorials  are 
inundating  their  readers  with  opinions  and  articles  on  the  need  to 
reform  the  nation's  healthcare  system.  On  Capitol  Hill,  a  growing 
number  of  members  of  Congress,  on  both  sides  of  the  aisle,  are 
calling  for  systemic  healthcare  reform.  In  1989,  six  major  public 
policy  proposals  were  developed  to  provide  all  Americans  with 
health  insurance.  In  addition  to  the  Chairman's  MediPlan  proposal 
and  the  introduction  of  his  bill,  H.R.  4280,  as  the  first  step  in 
ensuring  universal  access,  at  least  three  others  have  been  put 
forth  already  this  year.  Although  some  of  these  proposals  markedly 
different  means  to  achieve  reform,  they  all  seek  significant 
changes  in  the  U.S.  healthcare  system.  At  the  state  level,  the 
National  Governors'  Association  has  established  a  committee  to  work 
with  Congress  to  design  a  more  rational  system.  Importantly, 
major  corporations  are  entering  the  debate  for  the  first  time,  some 
calling  for  the  creation  of  a  national  health  insurance  program. 
Finally,  public  opinion  polls  indicate  that  Americans  are 
significantly  less  happy  with  their  healthcare  system  than  either 
the  British  or  the  Canadians  are  with  theirs.  In  one  poll,  89 
percent  of  the  respondents  said  that  the  U.S.  healthcare  system  was 
in  need  of  either  fundamental  change  or  complete  rebuilding.  A 
public  consensus  is  forming  that  the  U.S.  healthcare  system,  the 
most  advanced  and  sophisticated  in  the  world,  is  in  need  of 
fundamental  reform. 

This  emerging  consensus  provides  the  public  support  necessary 
for  this  Subcommittee  and  the  larger  Congress  to  search 
determinedly  for  answers  to  the  following  serious  questions: 

•  How  do  we  fix  a  system  which  consumed  $600  billion  last 
year  and  may  devour  twice  that  amount  in  the  next  four 
years? 

•  How  do  we  repair  a  system  in  which  the  more  dollars  we 
spend  on  healthcare  the  more  uninsured  Americans  there 
are? 

•  How  do  we  mend  our  healthcare  safety  net  which  presently 
allows  at  least  63  million  Americans,  a  quarter  of  the 
population,  to  fall  through  because  they  lack  steady 
health  insurance? 

•  How  do  we  salvage  a  system  in  which  there  is  uncertainty 
as  to  whether  patients  are  always  being  well  served  and 
whether  the  costs  are  commensurate  with  the  benefits? 


Charles  J.  Dougherty,  "The  Moral  Case  for  National  Health 
Insurance,"  in  Biomedical  Ethics  Reviews;   1990   (in  press). 
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•        How  do  we  preserve  and  encourage  what  is  good  in  the 
present  system  while  we  address  its  deficiencies? 


CHA's  National  Health  Policy  Project  (NHPP) 

CHA  has  initiated  its  own  internal  process  for  formulating  by 
early  spring  of  1991  a  set  of  recommendations  on  the  future 
organization,  financing  and  delivery  of  healthcare  in  the  United 
States.  This  process  is  called  the  CHA  National  Health  Policy 
Project  (NHPP).  The  project  comprises  three  separate  but  closely 
related  elements: 

I .  Guiding  Principles   for  Reform 

The  first  element  is  a  process  which  was  initiated  and 
directed  by  the  CHA  Select  Committee  on  Indigent  Care  whereby  the 
membership  of  the  Association,  as  well  as  representatives  from 
other  national  Church  agencies,  had  the  opportunity  not  only  to 
contribute  to  CHA's  health  policy  direction,  but  also  to  shape  a 
Catholic  leadership  position  on  systemic  healthcare  reform.  The 
year-long  process  resulted  in  the  formulation  of  a  set  of 
Principles  for  Systemic  Healthcare  Reform  which  the  CHA  Board  of 
Trustees  endorsed  three  months  ago. 

The  nine  Principles  will  guide  the  Catholic  Health  Association 
and  its  members  with  regard  to  its  advocacy  of  a  national  health 
insurance  program. 

Briefly  described,  the  CHA  Principles  for  Systemic  Healthcare 
Reform:  a)  emphasize  the  shared  responsibility  of  all  segments  of 
society  as  they  acknowledge  the  necessary  and  appropriate  role  of 
government  in  fashioning  systemic  healthcare  reform;  b)  proclaim 
the  Catholic  healthcare  ministry's  support  for  universal  access, 
freedom  of  conscience,  and  public  accountability;  c)  insist  on 
prudent  stewardship  of  scarce  resources;  d)  encourage  equity  in 
both  the  financing  and  the  reimbursement  of  the  delivery  of 
healthcare  services;  and  lastly,  e)  challenge  Catholic  caregivers 
to  be  advocates  for  the  healthcare  poor. 

Prefaced  by  a  faith  statement  as  context  in  which  they  must 
be  interpreted,  the  Principles  for  Systemic  Healthcare  Reform  are: 


1.        UNIVERSAL  ACCESS 

Access  to  those  healthcare  services  necessary  for  the 
development  and  maintenance  of  life  is  a  basic  human  right. 


2.        BASIC  COMPREHENSIVE  BENEFITS 

The  federal  government  must  determine  a  basic  level  of 
healthcare  services  sufficiently  comprehensive  to  promote  good 
health,  to  provide  appropriate  treatment  for  persons  with 
disease  and  disability,  and  to  care  for  persons  who  are 
chronically  ill  or  dying. 


3.        SHARED  RESPONSIBILITY 

The  protection,  promotion,  maintenance,  and  enhancement  of 
health  is  a  responsibility  shared  by  individuals  and  families, 
private  businesses  and  organizations,  voluntary  agencies  and 
government.  In  addition,  government  at  all  levels  is 
primarily  responsible  for  preventing  or  correcting  situations 
that  threaten  the  health  of  the  population. 
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4 .        FREEDOM  OF  CONSCIENCE 

The  right  of  all  parties  to  the  free  exercise  of  their  ethical 
and  religious  beliefs  must  be  protected  in  public  healthcare 
policy. 


5.        USE  AND  ALLOCATION  OF  RESOURCES 

The  healthcare  system  must  include: 

•  allocation  of  healthcare  resources 
on  the  basis  of  community  needs; 

•  incentives  to  individuals  to 
practice  good  health; 

•  effective  measures  for  ensuring 
appropriate  utilization  of  services; 

adequate,  equitable,  timely,  and 
predictable  payments  to  healthcare 
providers ; 

•  promotion  of  the  efficient  and  cost- 
effective  use  of  facilities, 
equipment,   and  services; 

•  provision  for  support  of  research, 
education,   and  training;  and 

•  standards  by  which  these  objectives 
can  be  measured. 


6 .        PUBLIC  ACCOUNTABILITY 

Public  policy  must  ensure  broad  community  participation  in 
identifying  healthcare  needs,   in  establishing  priorities,  in 
determining    basic    comprehensive    benefits,    and    in  creating 
standards     and     mechanisms     for     assessing     the  healthcare 
system's  responsiveness  to  these  priorities. 


7 ,        QUALITY  ENHANCEMENT 

Public  healthcare  policy  must  ensure  that  processes  and 
standards  are  established  and  used  for  evaluating  and 
improving  outcomes  and  ensuring  the  appropriateness  of  health 
services . 


8.  FINANCING 

Financing  the  delivery  of  basic  comprehensive  healthcare 
services  is  a  societal  obligation.  The  federal  government 
must  ensure  that  a  financing  mechanism,  imposed  on 
individuals,  organizations,  and  governmental  units,  will  be 
based  on  an  equitable  and  progressive  formula. 


9 .  ADMINISTRATION 

The  structure  and  regulations  for  the  administration  of  the 
healthcare  system  must  be  simple,  coherent,  responsive,  and 
cost-effective  and  must  be  monitored  and  evaluated  on  a 
timely  basis. 
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II .         Regional  Membership  Meetings 

The  second  NHPP  element  is  a  series  of  fall  1990  regional 
membership  meetings  at  which  major  proposals  for  healthcare  reform 
will  be  evaluated  with  respect  to  their  likely  mission  and 
operational/financial  impact  on  Catholic  healthcare  providers. 


Ill .  Advocacy 

The  third  element  of  CHA's  National  Health  Policy  Project  is 
a  yet  to  be  designed  advocacy  effort  which  will  attempt  to  focus 
public  opinion  on  the  need  for  systemic  reform  and  thereby 
encourage  the  nation's  political  leaders  to  make  it  a  priority. 


Conclusion 

In  conclusion,  the  emerging  debate  with  regard  to  systemic 
healthcare  reform  is  a  challenge  to  redirect  our  national  efforts 
and  resources  into  a  social  program  that  will  significantly  help 
millions  of  our  fellow  citizens. 

The  establishment  of  a  program  of  national  health  insurance 
is  a  test  of  our  national  character  and  political  will.  It  is 
likewise  an  opportunity  for  the  United  States  to  join  the  rest  of 
the  industrialized  democracies  in  eliminating  the  suffering, 
unfairness  and  indignity  of  medical  indigency. 

Mr.  Chairman,  I  again  commend  the  Subcommittee  for  the 
determination  it  has  demonstrated  in  these  six  hearings  to 
identify  solutions  to  the  access  problems  in  our  healthcare 
system . 

The  Catholic  Health  Association  pledges  to  work  with  you  and 
others  to  effect  universal  access  in  the  context  of  meaningful 
healthcare  reform. 
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Chairman  Stark.  Thank  you,  Sister.  I  want  to  try  this:  I  have 
suggested  earHer  today  in  proposed  legislation  that  we  use  Medi- 
care as  a  model,  at  least  as  an  outline  for  discussion.  It  has  a  set  of 
benefits.  It  has  a  set  of  payments,  it  has  a  way  to  finance  it.  It  has 
a  way  to  administer  it  and  we  all  know  what  it  is.  We  can  change 
it  but  it  is  a  little  easier  than  inventing  a  new  system. 

I  have  suggested  that  any  universal  health  care  package  ought  to 
have  three  basic  tenets.  Every  resident  in  the  country  ought  to 
have  medical  care  available  to  them.  Call  that  insurance,  if  you 
will.  Every  provider  ought  to  have  the  right  to  expect  a  reasonable 
compensation.  Not  necessarily  desired,  but  reasonable  compensa- 
tion for  the  services  or  products  provided  and  we  all  ought  to  pay 
for  it  in  some  kind  of  progressive  manner. 

Now,  if  you  applied  Medicare  to  all  hospitals,  arguably  if  that 
became  the  national  health  insurance  system,  and  we  got  away 
from  Medicaid  and  Blue  Cross  and  Aetna,  everybody  would  have 
coverage.  The  effect  on  hospitals,  I  submit,  would  be  OK.  I  have 
some  figures  from  California,  and  I  would  just  like  the  opinions  of 
the  witnesses. 

Basically  if  you  add  unreimbursed  Medicare  costs,  you  all  know 
what  we  refer  to  there  and  if  you  add  back  unreimbursed  Medicaid 
costs,  you  get  a  total  unreimbursed  Medicare/Medicaid  cost  of  $962 
million  for  the  State  of  California. 

Now,  if  you  add  bad  debt  and  sharing  care  cost  for  the  entire 
State  you  get  $1.2  billion.  What  I  am  going  to  suggest  is  if  hospitals 
in  California  were  paid  Medicare  rates  for  Medicaid  and  for  all  bad 
debt  and  charity  care,  they  would  come  out  ahead  by  $324  million. 

Now  each  of  you  might  think  about  how  your  hospital  would  win 
or  lose,  but  my  guess  is  that  if  you  then  knock  out  whatever  the 
overhead  costs  or  whatever  the  overhead  savings  would  be  by 
having  a  single  payer,  then  hospitals  would  probably  do  all  right  if 
everybody  that  walked  through  the  door  paid  at  a  Medicare  rate. 

Do  you  want  to  comment  on  that?  That  is  just  an  assumption. 
How  would  the  Catholic  hospitals  do  on  that.  Sister?  What  is  your 
guess?  I  am  not  going  to  hold  you  to  it. 

Sister  Rocklage.  I  think  if  we  looked  at  it  from  a  quick  fix  point 
of  view,  my  initial  reaction  might  be  yes,  that  sounds  good  finan- 
cially. But  I  would  not  at  this  point  want  to  endorse  a  short-term 
solution  as  the  way  to  go. 

To  your  questions  earlier,  Mr.  Stark,  my  response  would  be 
rather  than  to  start  solving  the  access  problem  with  the  Medicare 
program  which  we  know  and  are  comfortable  with,  we  ought  to 
step  back  and  look  down  the  road,  10,  15  years  and  ask  what  would 
be  the  best  way  to  structure  the  solution  to  meet  the  needs  of  our 
society. 

It  is  possible  that  we  could  answer  the  question  by  using  Medi- 
care as  a  guideline  for  a  solution,  but  at  least  we  could  not  have 
started  with  a  narrow  approach. 

Chairman  Stark.  Sister,  you  come  from  an  institution  that  is 
even  older  than  the  one  I  represent  by  1,800  years  if  my  arithmetic 
is  right,  and  you  know  how  rapidly  institutions  change. 

I  would  agree  with  you.  I  think  the  one  thing  I  have  learned,  if 
we  try  and  change  anything  too  much  we  get  resistance  we  didn't 
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believe  was  possible.  So  one  of  the  things  I  have  sort  of  thought  we 
ought  to  leave  alone  is  the  delivery  system. 

Now  there  is  no  question  there  could  be  great  improvements  in 
it,  but  my  mother  isn't  going  to  happily  be  directed  to  one  hospital. 
I  tried  to  get  her  to  go  to  Kaiser.  She  didn't  want  to.  She  has  her 
doctor.  She  has  always  had  her  doctor.  The  care  she  gets  is  provid- 
ed by  a  bunch  of  doctors  she  has  never  heard  of  in  her  life,  but 
recommended  by  this  doctor  she  has.  I  am  just  suggesting  that  in 
order  to  make  that  incremental  change,  let's  get  them  the  money 
to  pay  for  the  services  first. 

Now,  having  said  that,  I  only  use  Medicare  because  I  am  most 
familiar  with  it,  and  also  our  committee  won't  be  able  to  have 
hearings  if  I  didn't  do  it  through  the  Medicare  system,  but  I  will 
spot  you  Blue  Cross.  It  seems  to  me  if  we  take  some  institutions 
and  procedures  we  are  familiar  with,  and  then  fill  in  the  blanks  we 
could  get  further. 

I  will  take  Medicaid  if  you  want  to,  and  we  can  improve  that  and 
scrap  Medicare.  I  sense  we  don't  need  two  or  three  systems,  be- 
cause I  rather  think  there  is  some  efficiencies  in  the  single  payer.  I 
think  everybody  would  agree  if  that  payer  were  reimbursed  at  a 
level  high  enough  they  would  like  it.  I  think  your  answer  is  right. 
In  the  short  run  for  most  hospitals,  if  they  switched  today  and  got 
Medicare  for  every  procedure,  it  would  be  OK. 

Sister  Rocklage.  I  will  make  one  more  comment.  The  quick  fix 
solution  now  is  not  going  to  strengthen  us  for  the  future  and  we 
are  going  to  be  back  in  the  same  problem  we  are  in  now. 

Even  if  we  start  off  by  changing  the  system  with  incremental 
steps,  CHA  believes  we  have  to  have  a  vision  where  we  want  to  go, 
what  we  want  the  U.S.  health  care  system  to  look  like. 

Chairman  Stark.  You  haven't  heard  of  my  painting  plan? 

Sister  Rocklage.  Paint  by  number. 

Chairman  Stark.  All  you  have  to  decide  is  whether  it  is  going  to 
be  Monet  or  Renoir,  we  get  the  little  outlines.  Next  year  we  get  the 
lavender,  as  long  as  we  are  always  looking  at  that  picture,  OK. 
That  is  the  Stark  incremental  plan. 

Sister  Rocklage.  One  last  comment.  I  testified  10  years  ago 
before  Senator  Dole  on  the  issue  of  national  health  insurance. 
Today,  we  are  still  talking  about  it.  If  we  don't  do  something  com- 
prehensively to  solve  the  problems  in  our  health  care  system,  we 
will  be  at  it  another  10  years. 

Chairman  Stark.  That  is  what  I  said.  That  is  how  we  got  the 
number  5300  for  the  bill. 

Mr.  Foley,  how  would  you  at  Harbor  Medical  Center  make  out  if 
you  got  Medicare  for  everybody  that  walked  in  the  door? 

Mr.  Foley.  Medicare  is  just  about  our  best  payer  at  the  hospital, 
so  that  would  certainly  be  a  quick  fix. 

I  agree  with  the  concept  to  have  a  total  vision  and  begin  to  work 
towards  it.  However,  we  only  have  about  3  percent  of  our  patients 
at  my  hospital  receiving  Medicare,  and  frankly,  most  of  those  are 
crossovers  with  the  Medicaid  program. 

Medicare  still  is  our  best  source  of  income  on  a  per  patient  basis, 
and  it  is  one  of  the  things  that  saves  the  hospital.  We  therefore  see 
it  as  very  important. 
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To  have  an  incremental  program  that  would  bring  Medicare  cov- 
erage for  all  our  patients  would  be  certainly  a  fix  at  least  in  the 
short  run. 

Chairman  Stark.  How  would  the  other  5,990  members  of  your 
organization  fair,  Paul,  under  this? 

Mr.  Rettig.  Clearly  some  would  do  quite  well.  It  would  be  a  de- 
light to  have  no  more  unsponsored  care. 

Chairman  Stark.  Would  any  of  the  not-for-profit  hospitals  actu- 
ally lose  a  lot  of  revenue? 

Sister  Rocklage.  I  couldn't  say  that.  Our  contention  is  that  there 
is  some  Medicare  underpayments. 

Chairman  Stark.  No  question.  I  understand  that.  I  am  just 
saying  if  Medicare  were  to  absorb  all  of  a  sudden  all  the  uncom- 
pensated care  and  bad  debts  and  charity  care  

Mr.  Rettig.  Clearly,  in  most  cases  it  would  be  very  helpful.  Then 
the  question  is  what  the  long  term  is,  whether  the  adequacy,  if  it 
was  there  at  the  moment,  would  continue,  and  so  forth. 

Chairman  Stark.  I  think  it  is  not  a  good  system,  but  to  the 
extent  it  pays  some  care. 

Is  there  any  reason  that  poor  people  should  not  just  be  part  of 
one  national  system  so  that  you  as  hospital  administrators  are  as- 
sured of  being  reimbursed  for  the  services  you  provide. 

Is  there  any  reason  that  you  should  have  a  two-tier  system,  one 
for  poor  people,  and  one  for  otherwise  insured  people?  Sister? 

Sister  Rocklage.  Mr.  Stark,  if  our  society  really  believed  that  ev- 
eryone should  have  access  to  health  care  based  on  the  dignity  of 
the  human  person,  then,  the  ability  to  pay  should  not  be  a  consid- 
eration. 

Part  of  the  problem  is  that  many  of  us  that  are  involved  in  de- 
veloping laws  and  putting  together  programs  such  as  Medicaid  are 
not  impacted  or  affected  by  the  programs.  I  think  everyone  should 
have  the  same  coverage  so  that  when  the  laws  are  made  I  know  I 
am  covered  and  I  stand  at  risk  equally  as  much  as  everyone  else.  A 
marketplace  economy  does  not  do  that. 

Chairman  Stark.  Mr.  Foley,  would  it  trouble  you  that  you  might 
be  discriminated  against  at  Harbor  Medical  Center  and  under  Mr. 
Rettig's  plan  he  might  decide  your  hospital  could  not  be  chosen  by 
Medicaid  beneficiaries  and  they  would  all  have  to  go  to  Zion? 

Mr.  Foley.  I  guess  I  am  not  troubled  because  it  would  be  the 
other  way  around,  and  we  would  be  the  ones  identified  to  take  care 
of  the  poor  people.  I  would  be  troubled  by  a  system  that  would  ar- 
bitrarily assign  people  to  hospitals  and  thereby  change  the  level  of 
care  they  would  be  receiving. 

Chairman  Stark.  Can  either  of  you  two  think  of  any  procedures 
of  basic  care  that  we  ought  not  to  provide  to  low  income  people 
that  we  do  provide  to  others? 

Mr.  Foley.  Not  really.  I  suppose  the  cosmetic  surgery,  but 
beyond  that  I  really  can't  think  of  any.  And  with  the  state  of  hospi- 
tals or  at  least  the  hospitals  I  am  most  familiar  with  we  are  far 
from  those  kinds  of  considerations. 

Our  considerations  are  just  to  get  the  people  in  the  hospital  so 
the  physicians  can  see  them,  diagnose  and  treat  them. 

Sister  Rocklage.  Mr.  Stark,  the  second  of  the  nine  principles 
CHA  has  endorsed  calls  for  a  basic  and  comprehensive  level  of  ben- 
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efits  for  everyone.  We  define  that  level  as  services  sufficiently  com- 
prehensive to  promote  good  health,  to  provide  adequate,  appropri- 
ate treatment  for  persons  with  disease  and  disability,  and  to  care 
for  persons  who  are  chronically  ill  or  dying. 

Chairman  Stark.  Mr.  Coyne. 

Mr.  Coyne.  I  have  nothing  further. 

Chairman  Stark.  I  want  to  thank  you  all. 

Paul,  I  hope  you  will  take  the  message  back  to  the  other  5900 
hospitals  on  this  question  of  kind  of  a  two-tiered  system,  and  I 
really  hope  that  you  all  will  stay  in  touch  with  the  committee. 

I  believe  it  was  Sister  Mary  Rocklage  who  alluded  to  the  Blendon 
study  which  indicated  that  75  percent  of  Americans  do  want  some 
kind  of  national  health  insurance.  They  just  don't  want  the  Feder- 
al Government  to  have  much  to  do  with  it.  Sister,  in  your  testimo- 
ny you  indicated  that  63  million  Americans  are  at  risk  for  not 
having  health  insurance.  I  believe  you  are  referring  to  the  Census 
data? 

Sister  Rocklage.  Yes. 

Chairman  Stark.  The  data  indicated  that  during  a  28-month 
period,  there  were  as  many  as  63  million  Americans  who  were  not 
protected  by  health  insurance.  Referring  to  31  or  37  million  unin- 
sured does  not  adequately  describe  the  severity  of  the  problem. 

Right  now  there  may  be  37  million  but  a  month  from  now  it 
might  be  a  different  37  million.  In  a  dynamic  model  we  have  a  far 
larger  number  and  the  number  is  increasing  as  major  health  insur- 
ance companies  limit  benefits,  as  they  get  out  of  the  health  insur- 
ance business. 

I  am  sorry  you  didn't  bring  that  out  in  your  summary  because  I 
think  it  is  important  to  suggest  that  this  is  just  a  de  minimis 
number  of  citizens  who  incidentally  are  not  just  the  lay  men,  the 
disabled  and  the  structurally  poor,  but  also  the  working  poor  in 
this  country  who  we  find  are  less  and  less  without  health  coverage. 

Please  go  back  to  the  drawing  boards.  We  need  more  people  like 
yourselves  who  are  willing  to  dig  in  and  figure  out  how  this  can  be 
resolved. 

I  commend  the  American  Hospital  Association  for  not  trying  to 
change  the  definition  of  occupancy  but  trying  to  change  the  defini- 
tion of  universal  health  care,  a  far  more  fruitful  area  for  you  to 
point  your  efforts,  Mr.  Rettig,  and  one  that  I  applaud  you  for. 

I  thank  the  panel  very  much. 

The  committee  is  adjourned. 

[Whereupon,  at  12  noon,  the  hearing  was  adjourned.] 
[Submissions  for  the  record  follow:] 
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U 

Any  discussion  regarding  access  to  health  care  in  the  United  States 
must  begin  with  an  acknowledgment  of  four  undisputed  facts.    It  is  a  fact 
that  our  system  provides  the  most  sophisticated  and  effective  health  care 
in  the  world.     It  is  a  fact  that  a  key  element  of  the  success  of  our 
health  care  system  is  its  reliance  on  competition  and  the  freedom  of 
choice  principle  Americans  cherish.     It  is  a  fact  that  our  system  serves 
the  vast  majority  of  America;  approximately  213  million  or  87%  of  all 
Americans  enjoy  access  to  health  services  through  public  or  private 
insurance.    Unfortunately,  it  is  also  a  fact  that  our  system  is  imperfect. 

Physicians  find  the  most  serious  flaw  in  our  health  care  system  to  be 
the  inaccessibility  of  health  care  coverage  for  some  33  million  Americans. 
Approximately  70%  of  the  uninsured  population  is  comprised  of  individuals 
who  are  employed  or  a  member  of  an  employed  person's  family.    Another  3% 
is  considered  uninsurable  because  of  medical  conditions,  and  the  remainder 
of  the  group  is  composed  of  the  nation's  poor. 

The  challenge  of  crafting  a  solution  to  the  problem  of  the  uninsured 
has  prompted  nationwide  study  and  debate  in  recent  years  and  months.  We 
think  it  very  significant  that  this  debate  is  being  pursued.    We  applaud 
this  Subcommittee  and  the  many  other  groups  that  are  addressing  the  issue, 
for  it  is  only  through  a  collaborative  and  open  dialogue  that  the  optimal 
elements  to  the  solution  can  be  identified. 

We  are  very  pleased  to  present  to  this  Subcommittee  "Health  Access 
America,"  the  AMA's  proposal  to  improve  Americans'  access  to  health  care. 
In  developing  Health  Access  America,  the  AMA  grappled  with  a  threshold 
issue  —  what  the  role  of  government  should  be  in  the  delivery  of  health 
care.    We  concluded  that  government  has  a  responsibility  to  act  as  a 
catalyst  to  aid  the  private  sector  in  providing  health  coverage,  and  as  a 
guarantor  of  last  resort  to  assure  access  to  coverage  by  individuals 
unable  to  help  themselves. 

We  believe  that  maintenance  of  this  private/public  partnership  in 
health  care  is  essential  for  several  reasons.     It  is  essential  to  maintain 
American  health  care  as  the  world  standard  of  excellence,  a  standard  we  do 
not  believe  society  is  ready  to  relinquish.     It  is  essential  to  preserve 
the  freedom  of  choice  in  health  care  that  most  Americans  enjoy  and  expect, 
and  all  Americans  deserve.    We  believe  other  countries'  experience  has 
shown  that  these  fundeimental  elements  of  our  health  care  system  would  not 
survive  in  a  monolithic,  centralized  system. 

Given  our  uniquely  superior  health  care  system  and  societal 
expectations  regarding  medical  technology  and  freedom  of  choice,  the  AMA 
advocates  strengthening  —  not  abandoning  —  our  health  care  system. 
Accordingly,  Health  Access  America  builds  upon  the  strengths  of  the 
current  system  and  reforms  ineffective  elements. 
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Employment  Based  Coverage 

The  cornerstone  of  Health  Access  America  is  expanding  access  to  the 
over  20  million  employed  but  uninsured  by  requiring  employer  based  health 
insurance.    We  chose  this  approach,  quite  simply,  because  it  has  worked  so 
well  for  so  many  and  for  so  long.    Rather  than  reinventing  the  wheel,  we 
chose  to  retain  and  reinforce  this  proven  element  of  our  current  system. 

Our  plan  would  phase  in  a  requirement  that  employers  provide  coverage 
to  all  full-time  employees  and  their  dependents.     It  would  abolish 
pre-existing  condition  limitations,  and  expand  COBRA  coverage  to  require 
employers  to  pay  the  same  premiiim  share  paid  prior  to  termination  for  up 
to  four  months.     It  would  also  require  employers  to  offer  an  enrollment 
period  for  employees  who  lose  coverage  secondary  to  a  family  member's  loss 
of  coverage. 

Cognizant  that  this  requirement  could  burden  large  and  small 
employers,  Health  Access  America  calls  for  a  series  of  contemporaneous 
financial  incentives  to  assist  employers  in  providing  health  coverage. 

•  First,  our  plan  would  establish  a  federal  incentive  for  states  to 
develop  private  nonprofit  risk  pools.     It  would  also  amend  the 
Employee  Retirement  Income  Security  Act  (ERISA)  to  require  the 
currently  exempt  self-insured  plans  to  participate  in  these  risk 
pools.    The  risk  pools  would  be  required  to  offer  group  rates  to 
small  businesses  (less  than  25  employees),  and  would  provide 
coverage  to  the  uninsurable  population  and  others  who  do  not  have 
access  to  group  coverage. 

•  Second,  Health  Access  America  would  preempt  state  mandated 
benefit  laws  for  employer  health  benefit  plans  to  reduce  the 
myriad  state  requirements  that  currently  are  imposed  upon  health 
policies  and  that  clearly  inflate  costs.     Federal  legislation 
would  establish  the  minimum  benefits  that  employer  plans  would  be 
required  to  provide.     Employers  and  individuals  would  be  free  to 
purchase  additional  coverage. 

•  Third,  Health  Access  America  would  equalize  tax  incentives 
between  employers  and  the  self-employed  by  making  permanent  and 
expanding  from  25%  to  100%  the  current  deduction  allowed  the 
self-employed  for  paid  health  benefit  premiums.     It  would  also 
provide  tax  incentives  to  new  and  small  businesses. 

Medicaid  Reform 

Our  plan  would  also  implement  Medicaid  reforms  that  would  establish 
national  eligibility  requirements  and  benefits  to  ensure  that  everyone 
below  the  federal  poverty  level  (state  adjusted)  would  receive  uniform 
basic  health  benefits.     The  basic  benefits  would  include:  medical, 
hospital  and  emergency  care,  prescription  drugs,  rehabilitative  and  home 
health  services,  laboratory  and  x-ray  services,  faimily  planning  and,  for 
children,  early  and  periodic  screening,  diagnosis  and  treatment.    Our  plan 
also  would  increase  recipients'  access  to  Medicaid  benefits  by  increasing 
Medicaid  reimbursement  to  Medicare  levels. 

By  limiting  Medicaid  coverage  to  basic  health  services  for  the 
economically  needy,  the  existing  hodge-podge  of  state  programs  will  be 
supplanted  with  a  more  efficient,  comprehensive  program.  Streamlining 
coverage  in  this  manner  will  provide  for  improved  access  while  maintaining 
the  af fordability  of  this  government  program. 

Professional  Liability  Reform 

Another  vital  component  of  Health  Access  America  is  its  call  for 
professional  liability  reform.    A  study  reported  in  1987  by  the  Health  and 
Hioman  Services  Task  Force  on  Medical  Malpractice  and  Insurance  confirmed 
that  the  threat  of  liability  and  the  spiraling  costs  attributable  to 
liability  directly  and  significantly  reduce  access  to  health  care.  The 
Task  Force  reported  decreased  access  attributable  to  liability  in  26 
states,  with  obstetrical  and  gynecological  services  the  most  likely  to  be 
affected,  and  low-income  individuals  the  most  likely  to  be  deprived. 
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These  findings  are  confirmed  by  a  1987  survey  report  of  the  American 
College  of  Obstetricians  and  Gynecologists  which  found  that  12.4%  of  the 
physician  respondents  no  longer  practiced  obstetrics,  12.9%  decreased  the 
number  of  deliveries  and  27.1%  decreased  the  volume  of  high-risk 
obstetrical  care  they  provided.    Even  larger  numbers  of  family 
practitioners  have  discontinued  deliveries,  and  some  states  have  large 
areas  with  no  providers  of  obstetric  care  —  57  counties  in  Georgia,  28  in 
Alabeima  and  19  in  Colorado,  to  name  a  few. 

Even  where  obstetrical  services  are  available,  they  are  often  so 
costly  that  many  individuals  are  denied  access.  In  Florida,  for  example, 
liability  insurance  adds  $1225  to  the  cost  of  delivering  a  baby.  In  New 
York  and  Arizona,  the  additional  cost  is  $644  and  $503,  respectively. 
Given  the  greatly  reduced  access  to  obstetric  care,  it  is  not  surprising 
that  infant  mortality,  which  had  been  decreasing  since  the  1970s,  is  now 
rising  in  some  areas. 

We  urge  this  Subcommittee  to  recognize  that  the  current  professional 
liability  system  significantly  and  directly  impairs  access.  Containing 
the  escalating  cost  of  medical  liability  offers  an  effective  element  to 
the  solution  to  the  access  problem  that  would  not  entail  federal 
expenditures . 

At  a  minimum  the  following  federal  preemptive  tort  reforms  should  be 
adopted: 

•  cap  damages  for  non-economic  loss  at  $250,000  or  less; 

•  require  offset  of  collateral  source  benefits; 

•  provide  for  periodic  payment  of  future  damages; 

•  limit  suspension  of  the  statute  of  limitations  for  minors  to  no 
more  than  six  years  from  birth;  and 

•  require  decreasing  sliding  scale  regulation  of  attorney 
contingent  fees. 

We  also  support  requiring  a  certificate  of  merit  as  a  condition  to  filing 
a  medical  liability  suit,  and  imposing  minimiun  expert  witness  criteria. 
Finally,  we  believe  that  a  fault-based  administrative  system,  such  as  the 
one  designed  by  the  AMA  in  conjunction  with  medical  specialty  societies, 
may,  in  certain  situations,  provide  a  forum  and  process  for  dispute 
resolution  far  superior  to  the  present  system.    We  urge  you  to  endorse 
demonstrations  of  such  an  alternative  dispute  mechanism. 

Medicare  Reform 

Health  Access  America  would  reform  Medicare  by  replacing  the  current 
"pay-as-you-go"  system  with  an  actuarially  soimd  prefunded  system.  The 
program  would  be  funded  through  individual  and  employer  tax  contributions 
during  working  years.    At  eligibility,  individuals  would  receive  a  voucher 
for  the  purchase  of  private  sector  insurance  meeting  federal  standards. 
This  plan  would  substantially  reduce  government's  funding  and  role  in 
assuring  access  to  health  care  for  the  senior  population. 

Long-Term  Care 

Our  plan  would  broaden  long-term  care  financing  through  tax  incentives 
and  an  asset  protection  progr«un,  both  of  which  would  encourage  private 
sector  coverage.*    Individuals  between  100%  and  200%  of  poverty  would 
receive  sliding  scale  subsidies  to  purchase  long-term  care  insurance,  and 
employer  provided  coverage  would  be  entitled  to  the  same  tax  treatment  as 
health  coverage.     In  addition,  our  plan  would  encourage  family  care  giving 
by  providing  a  tax  deduction  or  credit. 

Practice  Pareuneters 

Health  Access  America  also  calls  for  the  development  of  practice 
parameters,  i.e.,  professionally  developed  strategies  for  patient  care 
developed  to  assist  physicians  in  clinical  decision  making.    The  primary 
benefit  of  parzimeters  is  appropriate  patient  care.    Secondary  advantages 
include  improved  use  of  resources,  reduced  liability  and  better  review 


*  The  State  of  Connecticut  is  seeking  a  Medicaid  waiver  from  Health  and 
Hioman  Services  to  demonstrate  this  concept. 
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criteria.    The  AMA,  in  conjimction  with  national  medical  specialty 
societies,  the  Consortium  of  Academic  Medical  Centers  and  the  RAND 
Corporation,  is  currently  working  to  facilitate  the  development  of 
practice  paraimeters  as  part  of  its  long-standing  efforts  to  foster  high 
quality  care  and  appropriate  utilization. 

Encouragement  of  Cost-Conscious  ConsTimerism 

Our  plan  would  encourage  cost-conscious  choices  by  consiomers  in  two 
ways  —  it  would  alter  the  tax  treatment  of  employee  health  care  benefits 
to  reward  economical  health  care  choices,  and  require  insurers  to  inform 
consumers  of  the  amount  of  insurance  payment  before  a  service  is  rendered. 

Research.  Prevention.  Voluntary  Care  and  Minimizing  Administrative  Red 
Tape 

Health  Access  America  would  support  increased  federal  funding  for 
medical  research  and  education  and  the  National  Institutes  of  Health,  and 
would  encourage  health  promotion  and  disease  prevention  activities.  It 
would  also  encourage  physicians  to  provide  voluntary  care,  and  reduce 
administrative  costs  by  simplifying  insurance  paperwork  requirements. 

Conclusion 

In  closing,  we  recognize  the  frustration  that  exists  among 
individuals,  institutions,  government  and  business  with  "problems"  in 
health  care.    Some  are  so  frustrated  that  they  want  to  scrap  the  entire 
system  and  import  foreign  systems  into  the  U.S.    We  think  that  would  be  a 
mistake. 

It  would  be  a  mistake  because  the  current  system  has  so  many 
strengths.     It  provides  87%  of  all  Americans  with  health  care  services. 
It  sets  the  world  excellence  standard  in  medical  technology  and  quality  of 
care.     It  incorporates  freedom  of  choice  and  encourages  competition  in  the 
health  care  market.    These  are  precious  attributes  that  we  must  not 
relinquish.    Rather,  we  must  retain  them  as  the  backbone  of  our  system, 
and  strengthen  other  aspects  of  the  system  to  meet  the  needs  of  society. 

Strengthening  the  system  will  not  be  inexpensive  or  easy.    Good  health 
care  is  not  cheap.     It  is  labor  and  technology  intensive.    As  a  nation,  we 
must  decide  how  to  address  the  critical  issues  posed  by  the  aging 
population  and  the  many  illnesses  that  plague  this  country.  Blaming 
providers,  insurers,  government,  business  or  patients  is  not  the 
solution.     Collaborative  solutions  that  recognize  the  unique  needs  of  each 
sector  and  America  as  a  whole  must  be  explored.     The  American  Medical 
Association  has  put  forth  a  proposal  that  attempts  in  good  faith  to  meet 
the  concerns  of  various  sectors.    We  believe  that  it  provides  a  firm 
foundation  for  national  discussion. 
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STATEMENT  OF  THE  AMERICAN  SOCIETY  OF  INTERNAL  MEDICINE 


The  American  Society  of  Internal  Medicine  (ASIM),  representing  physicians  nationwide  that  are 
subspecialists  in  adult  medical  care,  appreciates  the  opportunity  to  submit  written  comments  for 
the  record  of  the  July  24,  1990  hearing  of  the  Subcommittee  on  Health,  Committee  on  Ways  and 
Means  regarding  one  of  the  most  pressing  problems  facing  this  country:  the  inability  of  millions  of 
Americans  to  have  access  to  affordable  medical  care. 

Let's  make  no  mistake  about  it.  America  has  two  separate  and  unequal  health  care  systems,  one 
that  provides  access  to  a  basic  level  of  health  insurance  protection-and  one  that  does  not.  Most 
Americans  are  fortunate  to  be  under  a  system  that  allows  them  to  obtain  affordable  health 
insurance  through  their  employer.  They  can  and  do  obtain  the  latest  treatments  and  technology. 
They  have  access  to  regular,  comprehensive  medical  care  through  their  own  personal  physicians. 
And  they  know  they  can  get  good  care,  when  they  need  it,  without  fear  of  becoming 
impoverished. 

But  more  than  30  million  Americans  receive  care,  if  and  when  they  are  able  to  obtain  it  at  ail,  in  a 
completely  different  worid.  For  them,  there  is  no  health  insurance  protection.  A  major  illness  can 
mean  personal  bankruptcy.  Even  minor  illnesses  can  represent  an  intolerably  high  expense. 
Delays  in  obtaining  care  are  common  and  preventive  care  is  virtually  unknown.  And,  when  they 
do  get  so  sick  that  they  can  no  longer  go  without  professional  care,  treatment  usually  comes  from 
chronically  underfunded  public  clinics  or  hospital  emergency  rooms-or  from  physicians  who 
donate  their  services  on  a  charity  basis. 

Many  other  Americans-the  underinsured-have  insurance  coverage  that  provides  inadequate 
protection  against  tiie  costs  of  a  catastrophic  illness.  Even  those  Americans  with  good  health 
insurance  are  at  risk  of  joining  the  ranks  of  the  uninsured.  Unemployment  or  an  illness  followed 
by  a  change  in  jobs  can  lead  to  loss  of  coverage. 

ASIM  Recommendations  for  Ending  Separate  and  Unequal  Health  Care 

ASIM  believes  that  it  is  time  to  put  an  end  to  separate  and  unequal  health  care.  Our 
recommendations,  which  are  fully  detailed  in  the  attached  paper  titled  "Ending  Separate  and 
Unequal  Health  Care,"  closely  parallel  the  Pepper  Commission's  recommendations.  ASIM 
supports  requiring  all  employers  to  provide  health  insurance  to  their  employees.  We  advocate 
reforming  the  insurance  marketplace  to  reduce  premium  costs,  avoid  preferential  skimming  of 
healthy  subscribers,  spread  the  cost  burden  more  equitably,  and  to  eliminate  existing  barriers  to 
coverage.  We  believe  that  federal  subsidies  and  tax  breaks  should  be  provided  to  small 
businesses  to  make  insurance  more  affordable  and  available. 

We  believe  that  Medicaid  should  be  converted  from  a  welfare  program  to  one  that  provides 
adequate,  consistent  coverage  to  any  American,  regardless  of  income  or  locale,  who  cannot 
obtain  coverage  through  an  employer.  Simultaneously,  increases  in  physician  reimbursement 
under  Medicaid,  which  most  often  does  not  even  reimburse  physicians'  overhead  costs,  are 
needed  to  improve  access  to  primary  care  for  our  poorer  citizens. 

As  recommended  by  the  Health  Policy  Agenda  for  the  American  People,  comprehensive  health 
care  reform  is  necessary.  Expansions  in  Medicaid  eligibility  without  mandating  employer 
coverage  would  significantly  increase  the  price  tag  of  Medicaid  reform  if  businesses  that  provide 
insurance  drop  that  coverage  because  their  lower-income  employees  now  qualify  for  Medicaid. 
The  preferred  approach-a  combination  of  an  employer  mandate  and  Medicaid  reform-would 
reduce  the  cost  of  expanded  Medicaid  eligibility  because  more  employers  would  be  required  to 
provide  coverage  to  the  working  poor,  who  without  employer  coverage,  would  qualify  for 
Medicaid. 

Some  have  advocated  that  we  scrap  the  current  system  of  private/public  insurance  and  adopt  a 
single-payer  system.  Although  the  specifics  of  single-payer  proposals  vary,  they  have  one 
common  element-the  creation  of  a  national  insurance  program  primarily  lunded  by  the  federal 
government.   ASIM  strongly  opposes  any  effort  to  substitute  the  cun-ent  pluralistic  system  of 
insurance  with  a  single-payer  approach.   The  current  private  system  provides  coverage  to  80 
percent  of  employees  and  their  dependents.  Mandating  employer  coverage  would  provide 
insurance  to  all  but  one-fifth  of  the  uninsured,  with  the  remaining  uninsured  getting  coverage 
through  the  public  program. 

Under  a  single-payer  approach  Americans  health  care  would  be  at  greater  risk  to  competing 
budget  priorities  and  restricted  access  to  needed  services.    Multiple  funding  sources,  as  ASIM 
proposes,  protect  the  public  from  too  much  power  being  concentrated  in  any  single-payer. 
Concentrating  the  financing  of  health  care  in  the  hands  of  one  payer  also  eliminates  choices  for 
patients  as  well  as  employers.  Under  the  current  pluralistic  system  of  insurance,  if  employers  and 
patients  do  not  like  the  service  they  receive  from  an  insurer,  the  benefits  under  the  plan  are 
inadequate  or  the  managed  care  restrictions  on  the  plan  are  unacceptable  they  can  simply 
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purchase  coverage  from  another  plan.  If  the  government-financed  program  is  the  only  choice 
available,  employers  and  patients  have  no  choice  to  change  coverage  to  another  financing 
source. 

ASIM  believes  that  Americans  want  the  freedom  to  choose  their  insurance  plan,  their  physician 
and  their  hospital.  A  recent  Gallup  Poll  survey  reports  that  83  percent  of  Americans  surveyed 
would  rather  pay  more  and  have  a  personal  physician  that  they  have  chosen  than  pay  less  and 
have  a  physician  assigned  to  them  by  government  or  a  private  clinic.  Even  if  a  single-payer 
system  guaranteed  Iree  choice  of  physicians',  the  freedom  of  patients  and  physicians  to  mutually 
decide  the  best  and  most  appropriate  care  would  inevitably  be  undemiined  and  limited  by  the 
enomious  monopoly  power  that  a  single-payer  system  would  give  to  government  to  set  limits  on 
care  available  to  patients. 

ASIM  believes  that  building  on  the  current  health  care  insurance  system  is  what  the  American 
people  want.  A  recent  article  published  in  the  New  England  Journal  of  Medicine  (July  1 9,  1 990) 
by  Robert  Blendon,  ScD,  of  Harvard  University,  supports  this  claim.  Blendon  concluded,  based 
on  survey  data  from  1 938  to  1 990,  that  Americans  would  not  favor  a  major  overhaul  in  the  health 
care  system  that  places  emphasis  on  an  exclusively  public  or  private  financing  program.  Rather, 
Americans  overwhelmingly  prefer  a  proposal  for  universal  health  care  that  builds  on  the  strengths 
of  the  current  public/private  system  of  insurance. 

ASIM  Recommendations  on  Cost-Containment 

When  mandating  employers  to  provide  insurance  to  their  employees  and  their  dependents,  we 
must  institute  effective  cost  containment  measures  to  reduce  the  costs  of  inappropriate  medical 
care  and  administrative  waste  in  the  system  thereby  making  the  health  care  delivery  system  more 
efficient  and  cost-effective.  The  development  of  practice  guidelines-which  would  eliminate 
inappropriate  medical  care-insurance  reforms,  reductions  in  the  administrative  costs  of  insurance, 
medical  liability  reform  and  adequate  levels  of  patient  cost-sharing  should  be  instituted  to  reduce 
the  costs  of  care.   Additionally,  ASIM  recognizes  that  we  can  and  must  take  other  steps  to 
contain  health  care  costs. 

In  the  past  year  there  has  been  widespread  attention  given  to  the  state  of  Oregon  in  its  efforts  to 
prioritize  health  care  services  based  on  cost  and  effectiveness  for  purposes  who  determining 
coverage  under  Medicaid.  In  our  opinion,  society  is  not  prepared  to  explicitly  ration  health  care 
services  at  this  time.  The  Robert  Blendon  study,  referenced  above,  concluded  that  only  one  in 
five  Americans  would  support  rationing  of  services.  Furthermore,  we  have  not  yet  made  every 
effort  to  reduce  the  inefficiencies  in  the  cun-ent  health  care  system.  For  these  reasons,  ASIM 
strongly  prefers  continued  efforts  to  make  the  health  care  system  as  efficient  as  possible  over  a 
system  of  explicit  prioritizing  of  health  services  for  purposes  of  determining  coverage. 

Despite  these  efforts,  however,  ASIM  recognizes  that  costs  may  continue  to  escalate  beyond  what 
society  is  willing  and  able  to  pay  for  and  a  system  of  prioritizing  services  may  need  to  be 
considered.  Under  these  circumstances,  ASIM  believes  that  such  priorities  should  be  based  on 
scientific  data,  outcomes  research  and  a  reflection  of  society's  values  and  expertise  of  the 
profession.  Additionally,  a  system  for  re-evaluating  priorities  would  be  necessary. 

ASIM  believes  that  selective  contracting  for  certain  high-cost  non-emergency  procedures  may  be 
an  appropriate  means  of  containing  costs  provided  certain  protections  are  built  in.  To  illustrate,  a 
1 987  study  conducted  by  the  Office  of  Inspector  General  concluded  that  over  $1 92  million  can  be 
saved,  with  improved  quality,  if  Medicare  implemented  a  selective  contracting  program  for 
coronary  artery  bypass  surgeries.   We  believe  this  particular  form  of  selective  contracting  has 
merit  because  there  is  sufficient  data  to  indicate  that  selective  contracting  for  narrowly  defined, 
high-cost,  non-emergency  procedures,  improves  quality  and  outcome  while  reducing  costs. 
However,  ASIM  believes  certain  protections  must  be  instituted. 

Specifically,  travel  costs  for  the  patient  and  where  appropriate  family  members  and  distance  from 
the  contracted  site,  should  not  impede  access  to  services.   Additionally,  patients  should  not  be 
restricted  from,  or  penalized  for  opting  out  of  the  contracted  site  in  medical  emergencies.  Finally, 
consumers  should  be  allowed  to  select  a  health  care  plan  that  does  not  require  them  to  obtain 
certain  services  at  contracted  sites.  This  plan  may  cost  more  than  the  plan  which  requires  certain 
procedures  to  be  obtained  from  designated  facilities. 

ASIM  believes  contracts  should  not  be  automatically  awarded  to  the  lowest  bidder.  To  ensure 
quality  of  care,  the  payer  must  consider  quality  in  terms  of  mortality  rates,  lengths  of  stay, 
morbidity,  willingness  to  follow  accepted  practice  guidelines,  the  existence  of  adequate  self- 
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assessment  and  peer  review,  the  achievement  of  a  critical  volume  of  procedures  in  addition  to 
costs. 

ASIM  supports  the  use  of  practice  guidelines  as  a  means  of  reforming  the  Medicare  utilization 
review  system  and  application  of  these  reforms  to  other  third-party  payers  and  Medicaid.  ASIM 
believes  that  when  payment  for  services  is  tied  to  practice  guidelines,  physicians  will  appropriately 
change  their  behavior.  For  this  reason,  ASIM  continues  to  support  the  concept  of  linking  practice 
guidelines  based  on  outcomes  research  to  payment  for  services.  ASIM  believes  that  adherence 
to  practice  guidelines  should  result  in  payment  to  the  physician  without  excessive  demands  for 
documentation  and  appeals  in  order  to  get  claims  paid.  These  demands  only  add  to  the  overall 
administrative  costs  of  health  care.    However,  when  guidelines  designate  a^  service  or  procedure 
as  clearly  inappropriate,  the  burden  of  proof  for  the  claim  to  be  paid  should  fall  on  the  physician. 

Without  question,  the  high  cost  of  technology  is  largely  responsible  for  increases  in  health  care 
costs.  ASIM  supports  appropriate  efforts  to  analyze  the  costs  and  benefits  of  medical  technology. 
However,  these  efforts  should  not  explicitly  limit  the  development  and  diffusion  of  new  and 
improved  technologies.  Advances  in  technology  obviously  improve  the  quality  of  life  for  all 
Americans.  In  concert  with  this,  ASIM  recognizes  that  efforts  to  educate  the  public  and  physicians 
about  the  effectiveness  of  technology,  as  determined  by  appropriate  professional  bodies,  are 
necessary  to  relieve  patient  and  physician  demand  for  technologies  of  unproved  benefit. 

There  is  much  debate  concerning  the  application  of  volume  performance  standards  (VPS)  to 
Medicaid  and  other  third-party  payers  in  an  effort  to  contain  health  care  expenditures.  The 
question  of  whether  Medicare  VPS  will  be  effective  in  reducing  volume  or  services  or  simply  be 
used  to  inappropriately  limit  physician  fees  is  still  largely  unanswered.  For  this  reason,  ASIM 
opposes  the  application  of  VPS  to  other  payers  at  this  time.  However,  should  VPS  prove  effective 
in  reducing  volume  in  Medicare  services  and  be  applied  to  other  private  third-party  payers, 
savings  should  be  passed  on  to  employers  and  employees  through  lower  premiums  and  to 
physicians  as  improved  reimbursement,  not  passed  on  as  profit  to  the  private  payer! 

ASIM  Recommendations  on  Financing  Expanded  Access  to  Care 

Despite  growing  support  for  expanding  access  to  care  for  the  uninsured,  there  is  both  a  lack  of 
consensus  and  recommendations  on  the  question  of  how  to  finance  universal  access  to  care  and 
who  pays.   For  these  reasons,  ASIM  is  committed  to  identifying  revenue  sources  to  help  pay  for 
expanded  access  to  care.   While  increasing  pressures  to  reduce  the  size  of  the  federal  budget 
have  resulted  in  across  the  board  cuts  of  many  federal  programs  over  the  years,  we  believe  that 
additional  savings  in  various  programs  can  be  achieved  and  have  merit.  As  a  part  of  our 
financing  plan,  ASIM  supports  the  use  of  budget  savings  in  other  federal  programs  to  help 
finance  expanded  access  to  care  for  the  uninsured.   Additionally,  ASIM  believes  that  the  existing 
funds  available  in  the  health  care  delivery  system  can  be  used  more  effectively  and  efficiently- 
primarily  by  reducing  inappropriate  medical  care  and  excessive  administrative  costs-to  help 
finance  access  to  care. 

Beyond  these  key  features,  we  have  developed  a  specific  financing  plan  that,  if  enacted,  would 
provide  access  to  care  for  all  uninsured  Americans.  Specifically,  ASIM  has  endorsed  four  criteria 
that  should  be  used  in  identifying  additional  revenues  for  providing  basic  health  care  to  the 
uninsured.  We  believe  that  any  tax  increase  ought  to  be  progressive,  requiring  a  higher 
contribution  from  those  most  able  to  bear  increased  tax  burdens,  and  revenues  should  grow  fast 
enough  to  keep  up  with  the  needs  of  financing  care  for  the  uninsured.   Since  all  ages  would 
benefit,  persons  of  all  ages  should  contribute.   Finally,  any  tax  option  should  generate  revenues 
that  have  a  positive  impact  on  the  general  health  of  all  Americans.  While  ASIM  supports  efforts  to 
target  budget  savings  in  other  federal  programs  toward  expanding  access  to  care,  ASIM 
understands  that,  despite  these  efforts,  an  increase  in  the  personal  income  tax  may  be  necessary 
to  finance  access  to  care  for  the  uninsured  and  these  criteria  should  be  considered. 

Clearly,  the  American  public  is  not  prepared  to  support  an  increase  in  the  personal  income  tax  at 
this  time.  Blendon  concluded  from  public  opinion  surveys  that  "any  new  program  for  universal 
access  should  rely  on  taxes  other  than  the  progressive  income  tax.  Most  Americans  are  unwilling 
to  pay  even  a  modest  increase  ($200  per  year)  in  their  taxes  to  make  a  universal  health  care  plan 
a  reality."  For  this  reason,  we  believe  that  efforts  must  focus  first  on  identifying  resources  already 
in  the  health  care  system,  budget  savings  in  other  federal  programs  and  increases  in  other  taxes, 
e.g.  tax  caps  and  federal  excise  taxes  on  alcohol  and  tobacco. 

ASIM  believes  that  a  combination  of  increases  in  the  federal  excise  taxes  on  alcohol  and  tobacco 
and  a  reasonable  tax  cap  on  the  amount  of  health  insurance  premiums  an  employer  can  deduct 
as  a  business  expense-thereby  becoming  taxable  income  to  the  employee-would  provide 
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sufficient  funding  to  expand  access  to  health  care  for  the  uninsured.   Polls  show  that  these  taxes 
are  considered  more  favoraoly  by  Congress  and  the  public.  The  Pepper  Commission  estimates 
that  a  total  of  $23.4  billion  would  be  required  to  fund  the  public  portion  of  the  access  package.  A 
February  1989  Congressional  Budget  Office  (CBO)  report  estimates  that  a  $3,000  tax  cap  alone 
would  generate  $20.5  billion  by  1994.  A  16  cent  increase  in  the  cigarette  tax  would  increase 
federal  revenues  by  $2.8  billion  and  an  increase  in  the  alcohol  tax  (56  cents  on  a  bottle  of  liquor, 
65  cents  on  a  six  pack  of  beer  and  67  cents  on  wine)  would  raise  $7.2  billion  in  revenues  in  1991 
according  to  CBO.    From  these  taxes  alone,  revenues  would  increase  $30.5  billion,  enough  to 
fund  the  public  portion  of  ASIM's  recommendations  on  access  to  care.  ASIM  also  supports 
raising  revenues  from  persons  who  engage  in  activities  that  lead  to  higher  health  care  spending 
through  means  such  as  levying  surcharges  on  DWI  and  drug  conviction  fines  to  help  finance 
access  to  care  for  the  uninsured. 

Expanding  access  to  care  by  building  on  the  strengths  of  the  current  system  unquestionably  will 
cost  money.  But  the  human  and  economic  costs  of  not  addressing  the  problem  are  far  greater. 
We  can  no  longer  afford  to  take  a  %vait  a  minute"  attitude  and  study  the  problem  further,  or  expect 
someone  else  to  pay  the  cost. 

We  know  what  the  solutions  are.  We  know  that  a  combination  of  expanding  employer-based 
health  insurance  and  providing  adequate  public  funding  will  work.  We  also  know  that  if  enough 
people  want  change,  this  country  has  the  resources  to  make  that  change  possible.  And  we  know 
that  the  cost  burden  must  be  shared  equally,  so  that  no  one  segment  of  society  is  asked  to  pay 
the  entire  bill. 

The  time  has  come  for  Congress  to  move  fonward  and  enact  comprehensive  legislation.  ASIM 
and  21  other  medical  organizations  have  formed  a  coalition  to  press  for  enactment  this  year  of 
comprehensive  access  legislation,  based  on  principles  that  are  consistent  with  the  Pepper 
Commission  plan.  Physicians  stand  ready  to  do  everything  we  can  to  get  such  legislation 
enacted  without  further  delay.  We  call  upon  business,  labor,  the  administration,  hospitals  and 
consumers  to  do  the  same. 

Millions  of  uninsured  Americans  are  effectively  being  held  hostage  while  those  of  us  in 
Washington  argue  over  whether  now  is  the  time  to  act.  But  the  answer  is  simple.  Just  ask  my 
patients.   Even  more  importantly,  ask  those  who  never  get  to  see  me  because  they  lack  health 
insurance  and  are  too  proud  to  ask  for  charity.  They  all  say  the  same  thing-they  want  action-not 
next  year  or  the  year  after,  but  now. 

In  conclusion,  ASIM  believes  that  an  agenda  for  assuring  access  to  care  for  all  Americans, 
including  the  enactment  of  legislation  modeling  ASIM's  recommendations,  to  expand  health 
insurance  coverage  to  all  Americans,  can  be  achieved.  We  stand  ready  to  assist  the  Congress  in 
its  deliberations  on  this  critical  issue  having  impact  on  all  Americans. 
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ASIM  POLICY  ON  FINANCING  ACCESS  TO  CARE  FOR  THE  UNINSURED 


1 .  ASIM  supports  the  use  of  budget  savings  achieved  in  other  federal  programs  to  help 
finance  expanded  access  to  care. 

2.  ASIM  believes  that  the  existing  funds  available  in  the  health  care  system  today  can  be 
used  more  effectively  and  efficiently  to  eliminate  unnecessary  medical  services  and 
excessive  administrative  costs  in  order  to  free  up  money  for  expanding  access  to  care  for 
the  uninsured. 

3.  ASIM  supports  the  following  criteria  for  raising  additional  revenues  for  basic  health  care  for 
the  uninsured: 

a.  The  final  tax  package  ought  to  be  progressive,  requiring  a  higher 
contribution  from  those  most  able  to  bear  increased  tax  burdens  (current 
income  tax  structure).  That  is,  families  with  higher  incomes  contribute  a 
greater  share  of  their  incomes  than  is  required  of  families  with  lower 
incomes. 

b.  Since  all  ages  would  benefit,  persons  of  all  ages  should  contribute  to 
financing  access  to  care  for  the  uninsured. 

c.  Revenues  chosen  should  grow  fast  enough  to  keep  up  with  the  needs  of 
financing  care  for  the  uninsured  so  that  new  sources  of  revenue  will  not 
need  to  be  enacted  over  time. 

d.  Any  financing  option  should  generate  revenues  and  have  a  positive  impact 
on  the  general  health  of  all  Americans. 


4.  ASIM  supports  placing  a  reasonable  limit  on  the  amount  of  health  insurance  premiums 
paid  by  an  employer  that  can  be  deducted  as  a  business  expense.  Amounts  paid  in 
excess  of  this  limit  would  be  taxable  income  to  the  employee.  The  Congressional  Budget 
Office  (CBO)  estimates  that  a  $3.000  tax  cap  alone  would  generate  $20.5  billion  bv  1 994. 

5.  ASIM  supports  increases  in  federal  excise  taxes  on  alcohol  and  tobacco  to  finance  health 
care  for  the  uninsured.  According  to  CBO  estimates,  a  1 6  cent  increase  in  the  cigarette 
tax  would  increase  federal  revenues  bv  $2.8  billion,  and  an  increase  in  the  alcohol  tax  (56 
cents  on  liguor.  65  cents  on  beer  and  67  cents  on  wine)  would  raise  $7.2  billion  in 
revenues  in  1991.  Additionally,  ASIM  supports  surcharges  on  DWI  offenders  and  drug 
convictions  to  help  finance  care  for  the  uninsured. 


Based  on  estimates  of  the  Pepper  Commission,  ASIM's  recommendations  for  expanding  access  to 
care  for  the  uninsured  would  cost  approximately  $23.4  billion  in  new  federal  revenues.  Placing  a 
limit  on  the  amount  of  health  insurance  premiums  paid  by  the  employer  that  can  be  deducted  as 
a  business  expense-thereby  becoming  taxable  income  to  the  employee-and  increases  in  the 
federal  excise  taxes  on  alcohol  and  tobacco  would  increase  federal  revenues  $30.5  billion  which 
would  adequately  fund  ASIM's  recommendations. 
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ASIM  POUCY  ON  HEALTH  CARE  COST-CONTAINMENT 


1 .       ASIM  supports  funding  for  outcomes  research  and  the  development  of  practice  guidelines, 
appropriate  copayments  and  deductibles,  medical  liability  refonn,  the  elimination  of 
administrative  inefficiencies  and  physician  and  patient  hassles  for  payment  of  claims  in  the 
public  and  private  insurance  mari<ets  and  the  implementation  of  physician  payment  reform. 


2.  ASIM  strongly  prefers  continued  efforts  to  make  the  health  care  system  as  efficient  as 
possible  over  a  system  of  explicit  prioritizing  of  health  services  for  purposes  of  detemnining 
coverage.  Only  after  all  efforts  have  been  made  to  develop  an  efficient  health  care  system 
and,  despite  such  efforts,  costs  continue  to  increase  beyond  what  society  is  willing  or  able 
to  pay  for,  should  a  system  of  prioritizing  services  be  considered.  Such  priorities  must  be 
detennined  based  on  scientific  data,  outcomes  research  and,  a  reflection  of  society's 
values  and  expertise  of  the  profession.  Furthermore,  a  system  for  re-evaluating  priorities  is 
necessary. 

3.  ASIM  believes  that  selective  contracting  for  certain  high-cost,  non-emergency  procedures 
may  be  an  appropriate  means  of  containing  costs  provided  certain  protections  are  built  in, 
including: 

a.  Travel  costs  for  the  patient,  as  well  as  family  members  when  appropriate, 
and  distance  from  the  contracted  site  should  not  impede  access  to 
services.  All  travel  costs  should  be  reimbursed  by  the  payer. 

b.  Consumers  should  be  able  to  select  a  health  care  plan  that  does  not 
require  them  to  obtain  certain  services  at  contracted  sites.  This  plan  may 
require  a  higher  premium  or  higher  out-of-pocket  expenses  than  the  plan 
which  requires  certain  procedures  to  be  obtained  at  designated  facilities. 

c.  Contracts  should  not  automatically  be  awarded  to  the  lowest  bidder.  The 
payer  should  consider  quality  of  care  in  terms  of  mortality  rates,  lengths  of 
stay,  morbidity,  willingness  to  follow  accepted  practice  guidelines,  the 
existence  of  adequate  self-assessment  and  peer  review  programs,  and 
critical  volume  of  procedures  in  addition  to  costs. 

d.  Patients  should  not  be  restricted  from,  or  penalized  for  opting  out  of  the 
contracted  site  in  cases  requiring  immediate  medical  attention. 

4.  ASIM  supports  appropriate  efforts  to  analyze  the  costs  and  benefits  of  medical  technology 
but  opposes  the  use  of  technology  assessment  explicitly  to  limit  the  development  and 
diffusion  of  new  technology. 

5.  ASIM  supports  the  dissemination  of  useful  information  about  the  effectiveness  of 
technology,  as  determined  by  appropriate  professional  bodies,  adequate  funding  for 
research  on  the  effectiveness  and  outcomes  of  technology,  and  public  education  to  relieve 
patient  and  physician  demand  for  technologies  of  unproved  benefit. 

6.  ASIM  opposes  the  application  of  volume  performance  standards  (VPS)  to  Medicaid  and 
other  third-party  payers  until  sufficient  evidence  is  developed  demonstrating  the 
effectiveness  of  VPS  in  appropriately  controlling  volume  of  services  under  Medicare. 
Should  VPS  be  applied  to  other  private  third-party  payers  and  found  to  be  successful  in 
controlling  volume  of  services,  the  savings  should  be  passed  on  to  employers  and 
employees  through  lower  premiums  and  to  physicians  as  improved  reimbursement,  not 
passed  on  as  profit  to  the  payer. 

7.  ASIM  supports  the  use  of  practice  guidelines  as  a  means  of  reforming  the  Medicare 
utilization  review  system  and  the  application  of  these  reforms  to  other  private  third-party 
payers  and  Medicaid.  ASIM  supports  the  concept  of  linking  practice  guidelines  based  on 
outcomes  research  to  payment  for  services.  ASIM  believes  adherence  to  practice 
guidelines  should  result  in  payment  to  the  physician  without  excessive  demands  for 
documentation  and  appeals  in  order  to  get  claims  paid.  However,  when  guidelines 
designate  a  sen/ice  or  procedure  as  clearly  inappropriate,  the  burden  of  proof  for  the  claim 
to  be  paid  should  fall  on  the  physician. 
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ASIM  supports  varying  copayments  by  type  of  service,  with  reasonable  copayments 
primary  care  services,  diagnostic  and  surgical  services  based  on  the  ability  to  pay. 

ASIM  supports  further  study  of  ways  of  reimbursing  physicians  based  on  quality  of 
services  provided  as  opposed  to  quantity  of  services  performed. 
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